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REAR ADM. E. W. CLEXTON, ASSISTANT COMPTROLLER OF THE 
NAVY 

LT. GEN. E. W. RAWLINGS, COMPTROLLER OF THE AIR FORCE 


Mr. Manon. The committee will come to order. 

I would like to take a moment to say a few words for the record. 

This is the first day of our hearing on the fiscal year 1952 Depart- 
ment of Defense appropriations bill in which we are requested to 
appropriate about $60 billion for the Department of Defense for the 
fiscal year which begins on July 1, 1951. 

During the fiscal year 1951, the current fiscal year, thus far, we have 
passed through the Congress three major bills making appropriations 
for the Department of Defense—the regular bill and the first and sec- 
ond supplementals, and then the bill known as the fourth supple- 
mental. There was no third military supplemental. 

For this hearing we originally invited Secretary Marshall and the 
Joint Chiefs, and the Secretaries of the Army, Navy, and the Air 
Force. In view of all the circumstances, the hearing in the Senate 
and other considerations, we decided that it would be better to have 
a smaller group present at this time because, after all, not many 
peop can testify in the course of a single session. 

eneral Marshall is before the Senate committee today in connec- 
tion with the MacArthur hearing. He will appear before this com- 
mittee later. He is ably represented by the Deputy Secretary of 
Defense, Mr. Lovett, and we, of course, are happy to have you, Mr. 
Lovett, this morning for the hearing. I think you will be the best 
witness we could get with particular reference to the budget. 

As I see it, we are interested in knowing how the budget was pre- 
pared in order that we may know how much weight to give it and in 
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order that those who read the record, Members of Congress and 
others, may know just how authentic, so to speak, this request for $60 
billion may be. 

So, we are interested both in the over-all budget and in the details. 
Of course, the details will have to come later. We will try not to ask 
you, Mr. Secretary, and you, General Bradley, detailed questions that 
can be answered better by others. We will try to confine our questions 
to policy as far as you are coneerned. 

Now, if we are to understand the military requirements of the coun- 
try, we have to know something about the world situation. We read 
in the papers what different people say, what the commentators say, 
and so forth, and we have our own views, but we need to know the 
official views of the Department of Defense with respect to the world 
situation, foreign policy, military policy, what we are doing in Korea, 
and what we are headed for, as far as it is possible for us to know. 

So, against that background, we will an our hearings on the 
1952 bill. 

Mr. Secretary Lovett, if you will give us a statement, and then if 
General Bradley will follow, we will then go into our question period. 

You may proceed, please, sir. 


STATEMENT OF SECRETARY Lover?’ 


Mr. Loverr. Thank you, Mr. Chairman. 

In appearing before this committee to support the fiscal year 1952 
budget totaling $60 billion, 650 million, which was requested by the 
President on the 30th of April for the military functions of the De- 
partment of Defense, I believe it might be helpful if I started by giving 
a brief résumé of the manner in which this request was developed, 


FORMULATION OF 1952 BUDGET 


The formulation of this budget began on December 14, 1950, when 
the National Security Council approved the military forces for fiscal 
year 1952. These forces consisted of a total of about 314 million 
men—the Army to be organized into 18 divisions plus a number of 
regimental combat teams and supporting units; the Navy to maintain 
an active fleet of 1,161 ships with the necessary aircraft and support- 
ing elements ;.the Fleet Marine Force to consist of 214 divisions with 
essential aircraft and supporting units; and the Air Force to con- 
tinue building toward a 95 wing structure and certain separate squad- 
rons and supporting units. At the same time the National Security 
Council directed us to review our matériel requirements and to estab- 
lish an industrial production capacity which could be expanded very 
rapidly in the event of full mobilization. The Secretary of Defense 
immediately directed the three military departments to prepare a 
preliminary estimate of the matériel and supplies required to meet the 
objectives established by the National Security Council, 

fou will recall that on January 19, 1951, we met with members of 
the committee to advise you of the action we were taking to expand 
our productive capabilities within the limits of the funds which were 
legally available for such purposes. This expansion of productive 
rapacity has been undertaken in cooperation with Mr. Wilson’s Office 
of Defense Mobilization and he has indicated agreement with our 
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objective which is to provide expanded production gered in lieu of 
large quantities of war matériel on the shelf. We will, of course, con- 
tinue to work with Mr. Wilson’s office to accomplish this expansion in 
such a manner that it may be coordinated with other industrial ex- 
pansion programs. 

A rough preliminary estimate developed in the three military de- 

artments during January and early February indicated that about 
$104 billion would be needed to finance the build-up in forces and ma- 
tériel during the remainder of fiscal year 1951 and fiscal year 1952. 
After discussions with the Secretaries of the three military depart- 
ments it was deeided to make a further review of these estimates within 
the military departments. In order to accomplish this review as rap- 
idly as possible and to consolidate into a single review the analysis 
that would also have to be carried on in the Office of the Comptroller 
of the Department of Defense and the Bureau of the Budget, the budget 
staffs of these two organizations were made available to the military 
departments to work under the supervision and direction of Under 
Secretary Kimball of the Navy, Under Secretary McCone of the Air 
Force, and Assistant Secretary Bendetsen of the Army. As a result 
of an intensive review by this group requiring 2 months they were able 
to identify and to a large extent eliminate duplications in requests, 
overfinancing, and items of doubtful value. The review also de- 
veloped major policy questions which were then decided in a 2-day 
conference between the Secretaries of the military departments and 
the Chief of Service, representatives of the Bureau of the Budget and 
the Office of the Secretary of Defense. This budget was then formally 
submitted to the Bureau of the Budget where minor modifications 
were made in the interest. of national policy before it was submitted 
to the Congress on April 30, 1951. 

The major portion of the budget resulting from this process is for 
procurement—4 billion of the $60.7 billion is for procurement and 
construction. Of this amount nearly $34.7 billion is for hard goods— 
that is, aircraft, ships, tanks, artillery, ammunition, and similar crit- 
ical items needed to equip our Armed Forces. Four and one-half. 
billion dollars is for Public Works and approximately $5 billion for 
soft goods. We are not planning on a big build-up one year and a big 
cut-back the next. 


PUBLIC WORKS 


In preparing our request for Public Works, which will be submitted 
to the Congress by the President in the near future, we were guided 
to a large extent by the recommendations contained in the letter of 
March 23, 1951, from your chairman. We believe that our request 
will meet the minimum operational requirements of the military serv- 
ices and leave for financing in future years items that are necessary 
for continued use of a base, camp, or station, but not essential to meet 
present minimum operational needs. Here again our plans are for the 
long pull—no more tar-paper shacks to be replaced in a few years, 
when by expending just a little more over a period of time we can 
build facilities that will be useful for 25 to 50 years. 
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PROCUREMENT-MANAGEMENT PROBLEMS 


In recognition of the procurement-management aia ony facing the 
Department of Defense during the next year the President on April 
27, 1951, directed the Department of Defense in cooperation with the 
Office of Defense Mobilization, Defense Production Administration, 
and the Bureau of the Budget to establish : 
(1) Realistic production schedules covering items comprising 
at least 70 to 75 percent of the amounts available for hard goods; 
(2) A system for the control of requirements and utilization 
of civilian and military personnel; 
(3) A system of procurement controls that would prevent buy- 
ing huge amounts of items common to our economy; and 
(4) Controls for special procurement programs for such items 
as facilities, machine tools, lumber, petroleum, woolen and cotton 
oods. 
The Department of Defense has started to carry out this directive 
of the President and plans to keep this committee advised of our 
progress. 


OBLIGATIONS AND EXPENDITURES 


During the review of this budget this committee may question 
whether or not the substantial carry-over of funds on June 30, 1951, 
might make it possible to reduce the amount of funds being requested 
for fiscal year 1952. Let me assure you that we were concerned with 
this same problem during our review of the budget request, and after 
consideration of the problem we believe we have adjusted our request 
to the minimum needed to assure increasing deliveries of supplies 
and equipment and to prevent a break in production in final Sout 
1953. To secure deliveries of material in quantities necessary to brin 
the Armed Forces to the state of readiness planned by the Nationa 
Security Council we must spend the $40,000,000,000 estimated for fiscal 
year 1952, of which about $25,000,000,000 will be for hard goods and 
construction. To accomplish this it is necessary to have in fiscal year 
1952 obligational authority for substantially more than the $40,000,- 
000,000 which it is estimated will be expended. This is in part because 
of the time lag in processing orders and the necessity for careful 
scheduling. 


PRODUCTION LEAD TIME 


Another factor in this matter of the relationship between obliga- 
tional authority and expenditures is production lead time which we 
sometimes call reorder lead time. For example, the lead time on 
fighter aircraft is now 18 months. Therefore, in the last month of 
fiscal year 1952, we must have available funds sufficient to finance 
aproved aircraft procurement programs, at the very minimum, 
through December 31, 1953. Anything less than this would cause 
the pipeline of raw materials and components flowing into the plants 
to dry up since the manufacturers only put out orders to their sup- 
pliers and subcontractors to the extent they have firm orders on their 
books. Lead time for some categories of ships may be as high as 2 to 
3 years while on major procurement fects 8 the lead time is from 


6 to 10 months. To the best of our ability we have provided funds to 
support all the essential procurement programs through these mini- 
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mum lead-time periods. However, on the basis of past experience, it 
may be expected that some programs will proceed more rapidly than 
anticipated, in which case it may be necessary for us to request the 
Congress during fiscal year 1952 for additional funds. Full consid- 
eration will be given to any excess funds which may become available 
by reason of a program lagging substantially behind the programed 
rate of procurement. 


FUNDS FOR WAR IN KOREA 


During the course of your review of this budget the question of the 
amount that has been included for the support of our efforts in Korea 
during fiscal year 1952 is certain to arise. During the formulation of 
this budget which as I have indicated, began late in December we did 
not feel that we could or should forecast the probable military situa- 
tion in Korea during fiscal year 1952. Therefore, lacking the neces- 
sary specific guidance on which to base a budgetary request we have 
with certain exceptions made no specific allowances for combat con- 
sumption rates during fiscal year 1952. This is most significant in the 
case of the Department of the Army since consumption of supplies, 
ammunition, and other equipment will be substantially higher if 
hostilities continue during fiscal year 1952. It does not appear feas- 
ible at this time to attempt to forecast the extent to which additional 
funds may be required to support our efforts in Korea. We propose, 
if it meets with your approval, to meet this requirement by utilizing 
preduction and procurement which is financed in this budget so as 
to give first priority to filling our needs in Korea and to request that 
the, Congress at a later date supply such funds as may be required to 
replace the matériel and supplies that may have been expended in 
combat. 

During the course of these hearings some of the witnesses may indi- 
cate that their programs have been sharply reduced during the devel- 
opment of this budget. It may be the program they had in mind in 
what I sometimes refer to as their “letters to Santa Claus” amounted to 
substantially more than has been provided for in this budget. Let me 
assure you on that point that the procurement objectives of this budget 
remain the same as those which the Secretary of Defense had in mind 
last December for the build up of our forces to a state of readiness 
and to provide an expandible base. 


SCOPE OF 1952 BUDGET 


The budget for the military functions of the Department of Defense 
for fiscal year 1952 provide funds: 

(1) For the full support of the active forces; 

(2) For the procurement of aircraft, ships, tanks, guns, ammu- 
nition, and similar critical items in quantities sufficient to equip 
the active forces with modern equipment at an early date; 

(3) For production facilities including machine tools, and tool- 
ing beyond those needed for current use but which would be 
required for full mobilization ; and 

(4) For a military public works program to meet the essential 
operational requirements of our expanding forces. 
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It is the opinion of the Department of Defense that the forces which 
are being built up over this 3-year period can be maintained for a 
considerable retin, of years if world conditions make that necessary. 
To the maximum extent possible we are basing our defense on the 
proven ability of American industry to produce huge quantities of 
war matériel quickly rather than to build up large stocks of items 
which would soon become obsolete and require substantial expendi- 
tures for storage and maintenance. 

Mr. Manon. Thank you very much, Mr. Secretary. 


Presipent’s Messace on ‘tre 1952 Mivrrary Buperr 


At this point we will insert the President’s message transmitting 
House Document No. 120, the 1952 military budget. 
(The message referred to is as follows :) 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES, TRANSMITTING THE 
Bupcrer vor THE MILITARY FUNCTIONS OF THE DEPARTMENT OF DEFENSE FOR 
vite Fiscan YEAR 1952, CONTAINING PROPOSED APPROPRIATIONS AMOUNTING TO 
$57,604,254,390, Estimates UNpeR PROPOSED LEGISLATION OF $4,500,000,000, 
AND Proposep ProvistOns ArrecTiNG Satp Roposep APPROPRIATIONS 


Toe Wuire House, 
Washington, April 80, 1951. 
The SPEAKER OF THE House or REPRESENTATIVES : 

Si: I transmit herewith for the consideration of the Congress my budget 
recommendations for the military functions of the Department of Defense for 
the fiseal year ending June 80, 1952. 

My recommendations for appropriations amount to $57,604,254,390, including 
$1,424,839,700 to liquidate prior authorizations. The balance, $56,179,414,690, 
represents new obligational authority. In addition, I am submitting an estimate 
of $4,500,000,000, which represents the funds needed in 1952 for a large military 
public works program to be recommended soon for authorization. This makes 
nu total of $60,679,414,690, compared to the $60,000,000,000 tentative estimate 
contained in the January budget for fiscal year 1952, and to the $47,590,608,844 
which has been enacted or recommended for the current fiscal year, 

These recommendations for appropriations do not materially alter the estimates 
of expenditures made in January for fiscal years 1951 and 1952. The revised 
estimate of expenditure for 1951 is 19.4 billion dollars, compared to 20 billion 
dollars carried in the January budget. For fiscal year 1952, expenditures are 
estimated at 39.5 billion dollars compared to 40 billion dollars carried in the 
January budget. 

The major expansion in our defense expenditures is one part of our total 
program to enable us and the other free nations to save the world from another 
and more frightful global war. It is also a program to enable us, if general 
war should be thrust upon us, to halt the enemy’s forces and strike back decisively 
at the center of the enemy’s power. 

We are now meeting the savage thrust of communist aggression in Korea. 
Our fighting men and those of our allies are today locked in battle with the 
armed forces of Soviet satellites. Our men are being supplied with the best in 
modern military equipment, supplies, and ammunition, 

They are inflicting terrible punishment on the Communist armies. They have 
checked the plans of the Kremlin to extend Communist control to other parts 
of Asia. They have won time for the free nations to prepare their defenses 
against the world-wide Soviet plan of world domination, 

The aggression in Korea is only part of the Kremlin strategy to achieve world 
domination, The Soviet Union is prepared to use armed force elsewhere in the 
world, and is using many other methods than military force to gain its ends, 

The struggle which the Kremlin has initiated is global in seope, and involves 
almost every aspect of human endeavor, All the free nations, wherever they 
may be, are affected by the aggressive designs of the despots in the Kremlin. 
And they are affected not only by the military power these men control, but 
also by their attacks upon the economic, social, and moral life of free men. 





To meet this threat the free world must strengthen its military defenses and 
its economic and social foundations, The free nations must carry the attack 
to the enemy in the realm of the minds and convictions of men. 

This budget estimate represents, therefore, but one of the parts of our national 
security program. Other parts have already been sent to the Congress, or will 
shortly be submitted. Last week I submitted proposals for needed legislation 
to enable our economy to carry out our defense production plans, Some time 
ago, L forwarded recommendations for the expansion of our campaign of 
truth, 1 expect shortly to submit an integrated program to help other free 
nations build up their military and economic strength, in combination with ours. 

All these elements are essential to enable us to win the kind of struggle that 
the Kremlin has brought about. Together, they constitute approximately three- 
fourths of the total Federal budget. 

In money terms, by far the largest part of this total security program is the 
cost of building up our own military strength. The funds I am today recom- 
mending will carry forward the rapid build-up in military strength upon which 
our Nation embarked, when the aggression in Korea showed that the Soviet 
rulers were willing to push the world to the brink of a general war to get what 
they want. 

We are building our military strength in the way best calculated to meet the 
military threat that confronts us, 

The major element in this threat is the military strength and military produc- 
tion of the Soviet Union. The armed forces of the Soviet Union today far exceed 
any reasonable defense requirements. Its economy is harnessed to war 
production, 

If the Soviet Union chooses to unleash a general war, the free world must 
be in a position to stop the attack and strike back decisively and at once at the 
seats of Soviet power. We believe that the best path to peace is through building 
combined defenses for the free world sufficiently powerful to insure disaster 
for the aggressors if they launch a new world war. 

Our military program must be aimed at this central problem. 

We want to keep the conflict in Korea from spreading, if possible, because we 
are trying to stop aggression without starting a third world war. Furthermore, 
we need time to prepare our defenses to meet a general war if it is thrust 
upon us. 

Supplies and equipment are now flowing to Korea in abundant quantity. More 
supplies for Korea are in the pipeline. We will continue to send to Korea the 
arms that are needed by our forces to repel aggression in that area. 

The major emphasis of this budget estimate is upon building up our Armed 
Forces and our productive capacity toward the level of preparedness necessary 
in the event of all-out war. In addition to maintaining our forces on active duty, 
funds are provided for a war reserve of supplies and equipment and for the 
creation of a mobilization base—including reserve forces, military installations, 
and industrial capacity—to enable us to mobilize quickly, if necessary, for an 
all-out war effort. At the same time, the level of preparedness which this 
budget is designed to create is one which is well within our ability to maintain 
for many years, if necessary, 

This budget is based on our estimate at this time of the military build-up 
required to meet our security objectives. But our planning must remain flexible. 
In the event of a change in the international! situation, the present program 
may have to be substantially modified. 

The funds I am recommending today will finance the following elements of 
our armed strength. 

In the last ten months, we have more than doubled the active strength of our 
Armed Forces. During the fiscal year 1952 we will reach our present goal of 
about 3.5 million men and women, These forces will steadily increase in combat 
readiness as those now in training status are assigned to combat units. 

For the Army, these funds will equip and maintain 18 divisions plus separate 
combat and supporting units. The Navy, under these recommendations, will 
maintain an active fleet of 1,161 ships. The Marine Corps will maintain 2% 
divisions and other supporting units. The Air Force will continue to build 
toward 95 air wings. 2 

In addition to these forces on active duty, about 2 million men and women 
will be in the Military Reserve and ROTC programs and the National Guard 
establishments. The value of the reserve forces has been proved again in recent 
months, as 520,000 reserves have been called to active duty. We shall continue 
to emphasize the training of more reserve forces. 
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Most of the funds in this military budget will be spent for military equip- 
ment and supplies, and for constructing bases, camps, and other facilities, Of 
the total of 60.7 billion dollars of new obligational authority, about 43 billion 
dollars is for procurement and construction, About 34.7 billion dollars will 
be used to purchase heavy equipment such as ships, planes, tanks, artillery, 
trucks, ammunition, guided missiles, and electronics. Planes alone total 14.5 
billion dollars of this. 

This equipment will be of the most up-to-date kinds, and will substantially 
complete the program of modernizing the combat equipment of the Armed Forces. 

We shall, at the same time, continue to step up the research and development 
program. The funds in this budget will support a program about 20 percent 
larger than in the current fiscal year and about two-and-one-half times as large 
as in fiscal year 1950. 

This military program will have an increasing impact on our economy, espe- 
clally as equipment orders are translated into actual production. 

The present plans for our military and other security programs—including 
mutual security assistance to friendly countries and the stockpiling program— 
are estimated to require about 20 percent of the total national output by the end 
of fiscal year 1952. ‘This is substantially less than the 45 percent of total output 
which was going to security purposes at the peak of World War II. But it will 
involve a rapid and substantial shift of resources. It will give us serious 
production problems and will require forceful action against inflation. 

In my messuge of April 26 recommending the extension and strengthening 
of the Defense Production Act I urged renewal of the authority under which 
we are now regulating the flow of scarce materials, so as to assure the perform- 
ance of defense contracts, I also outlined the tax increases and other measures 
which must be taken in order to offset these inflationary pressures, These recom- 
mendations are vital to our security program. The national defense will be 
seriously hampered if they are not enacted, 

The necessity which is now thrust upon the Government to draw heavily 
upon manpower, materials, and industrial facilities, for national defense, requires 
efficient scheduling of procurement, production, and facilities expansion. Both 
the civilian and military agencies of Government are concerned with these 
matters, and both are moving to improving their effectiveness as the defense 
program grows. 

This military budget is essential to our national security. The outbreak of 
aggression, the threat of general war that overhangs the world, make it impera- 
tive to increase our defenses rapidly and efficiently. 

Our arms must be up to date and adapted to the many facets of the struggle 
we face. There is no one weapon—no Maginot Line—that can make us secure. 
We must work together with other free nations. We must be prepared to use all 
the great resources of our economy to produce whatever may be necessary for 
our protection and for the preservation of freedom throughout the world. 

If we all work together, as our people have always worked together in time 
of national danger, we shall succeed. 

Harry S. TRUMAN. 


STATEMENT OF GEN. OmAr BRADLEY 


Mr. Marton. General Bradley, you may proceed with your 
statement, 

I recognize that some of the things you will tell us will of necessity 
have to be off the record. I believe the maps which you have are 
secret, 

General Braptry. Some of them are. 

(Discussion off the record.) 

Chairman Cannon. In the first place, General Bradley, may I ex- 
press the gratification which I am certain the committee, the Congress, 
and the country feel in having a man of your experience and your 
record of accomplishment as head of the Joint Chiefs of Staff in this 
critical time. 

Then, I would like to ask, in connection with your statement of dis- 
position of forces, what credence is to be placed in the reports which 
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have reached us in the last 24 hours as to an agreement of mutual 

support between the Russians and the Chinese and the commitment 

of forces in compliance with that understanding to the Korean field. 
(Discussion off the record.) 


AFTERNOON SESSION 


Mr. Manon. The committee will be in order. 

General Bradley will appear before us for further questioning a 
little later. 

Mr. Lovett, I have before me your formal statement which was 
made earlier in the day. Of course, we listened for about an hour and 
a half, or more, to an off-the-record discussion of the world situa- 
tion presented by General Bradley. You have also given us some 
information off the record in response to questions. 


Minrrary Program 1n Fiscat Year 1952 


I would like now to go into some other aspects of the world situa- 
tion and the question of military appropriations. The budget mes- 
sage will appear in the record in connection with this hearing, and 
prior to the statement that I am making. 

It is evident to me, and I am sure to everyone else, we did not pro- 
pose in the fiscal year 1952 to go into a program of full military and 
industrial mobilization. 

Mr. Loverr. That is correct, Mr. Chairman. 

Mr. Manon. Am I to conclude from that that your top people in 
diplomacy and military matters believe we will not be in a full-scale 
war against a major power in the fiscal year 1952? 

Mr. Loverr. Mr, Chairman, I do not believe that would be a rea- 
sonable conclusion. It is my understanding that the top planners, 
both: military and civilian, have endeavored to develop a military 
machine of a size and of a diversity of weapons which could protect 
us against disaster at the start, while at the same time developing an 
industrial machine for military end items which could be expanded 
so that it could provide in a period of mobilization the necessary 
weapons to supply the reserve p inipaet in our system of national de- 
fense. That is, the National Guard and the Organized Reserves would 
have to be equipped out of mobilization reserve stocks and out of 
current production. So you would have to say that the purpose of the 
plan is to provide a military force in being, coniplebels ready, and 
combat worthy, and to provide other items of initial equipment as 
well as the pipeline and supplies to support an enlarged military force. 

Mr. Manon, In your position as Deputy Secretary of National De- 
fense, do you, as a matter of principle and belief, irrespective of your 
position, believe this is the best policy for us to follow at this time ¢ 

Mr. Loverr. Taking everything into account, sir, I believe it is. 

Mr. Manon. In other words, you do not believe we should under- 
take to go into a program of full mobilization of manpower, industry, 
and so forth, for war at this time? 

Mr. Loverr. No, sir; because full mobilization would mean ap- 
proximately 12 to 14 million men, and the withdrawing of those men 
at this time from industry, I believe, would delay rather than ac- 
celerate the equipment which we hope to get. 
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Mr. Manon. You said this morning, as a sort of over-all figure, that 
$104,000,000,000 had been considered in January and February as 
needed for the remainder of fiscal year 1951 and for the fiscal year 
1952. Perhaps I should not say “had been considered,” but that after 
you added up what might possibly and conceivably be desired by each 
of the three major branches of the service, the figure ran to about 
$104,000,000,000; is that correct? 

Mr. Loverr. That is correct. The initial rough estimates which 
were collected from the three services totaled approximately $104,- 
000,000,000. Those estimates included the stockpiling of war reserves 
to permit the conduct of war for 12 months, I believe, without taking 
into account deliveries during that period from current production, 
That is, we would have produced everything we needed to initially 
equip the Army, Navy, and Air Force, and in addition to that one full 
year’s supply of everything that the services need—everything from 
baking powder to bullets. 

Mr. Manon. Would that be everything for a military force of 3,500,- 
000 men, or a military force which would of necessity be augmented by 
becoming a full-scale war? 

Mr. Loverr. T think in general it included the equipment for the 
Organized Reserves and the National Guard, in fact, all the forces 
which would be mobilized during the first year. 

Mr. Manton. In other words, it would include for a year equipment 
for the use of about all the men who could be brought into the military 
service during the 1-year period ? 

Mr. Loverr. That is correct, plus a combat-use factor, as I recall it, 
for about 6 months on the average. 

Mr. Manon. If you need to amplify your remarks in the record on 
this point, you may do so, 


Reasons ror Nor SupsraNTIALLy INCREASING 1952 Buporr 


Mr. Manon. If someone should offer an amendment on the House 
floor when this bill is up for consideration providing for large 
increases, say up to the $104,000,000,000 figure, and you were a member 
of the House, what do you think would probably be your argument 
against such an increase in the present budget figure? 

Mr. Loverr. I think that my argument would be based upon two 
things, Mr. Chairman. 

In the first place, if you go into the markets with X billions of dol- 
lars at this time, I doubt whether you would accelerate the delivery of 
the most essential items, such as aircraft, tanks, 3-inch 50-caliber 
rapid-fire guns, beyond what is now planned for this period of time. 
The lead or re-order time is a matter which determines the budget 
figure for many of these items. 

For example, we had initially thought that 12 months’ lead time 
would be adequate in fighter aircraft. Discussions with the experts 
in the three departments, however, brought out that the choke point 
there is the aircraft engine, and to a lesser degree the electronic equip- 
ment. Therefore, we had to increase the lead time on fighter aircraft 
by an additional 6 months. The multiple production sources give you 
the end items, not the amount of dollars which you have in your 
hands at this moment. There is only a certain amount that can be 
obtained from a particular plant, and our problem is to make sure we 
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‘an get that amount and get additional plants into production, if 
necessary. ‘Those are the limiting factors, I think, on the rate at 
which the build-up can occur, 

I think, as was explained to the committee at an earlier hearing, 
the industrial plant capacity which produces about 5,000 aircraft 
in the first 12 months should produce about 18,000 by the second 12 
months’ period, and something over 40,000 by the third 12 months’ 
period. So at this initial stage of production we need large obligat- 
ing authority and need to get started first on the long-lead items so that 
we procure at the outset the things that are hard to get, and leave 
to later the things that are relatively easier to get—items of equip- 
ment and supplies common to the civilian economy. I do not think 
then, trying to be fully responsive, that if we had $100 billion today 
we would get by December 31, 1952, many more of the essential hard- 
wane items than are planned in this budget. Dollars alone will not 
do the job. We must get the raw materials faster if we are to cut 
down the time lag. 

Mr. Manion. Conceding that you would not by December 31, 1952, 
get an appreciably larger number of essential hardware items, would 
the additional money, say $100 billion, enable you to get by December 
$31, 1953, or 1954, more than we are going to get through this 
procedure ? 

Mr. Loverr. Not if we get our facilities money, our basic materials 
and our machine tools and tooling. Of course, to procure the end 
items, Mr. Chairman, we will need money in calendar year 1952 because 
of the lead time. We do not want to break the production of those 
end items—ships, aircraft, tanks, or ammunition. All those items, 
with the possi ble exception of ships, and even in the case of certain of 
those, requine the creation of facilities and tools, and that is some- 
thing we hate emphasized in all these budget requests. 


WAR RESERVE 


Mr. Manton. Did this proposal for a war reserve for about a year 
include funds for the procurement of all the items that might be needed 
for the entire period? Tam speaking now of the $104 billion. 

Mr. Loverr. That is about it, as I recall. 

Mr. Manion. I would like to have this made clear, and I would like 
to be sure there is no misunderstanding about it. 

For example, I can see no possible logic in buying a war reserve 
in certain items for a 1-year period. You spoke of going from bak- 
ing powder to bullets. Well, baking powder and many items of com- 
mon domestic use could probably be produced to meet a situation and 
to provide warehousing and funds for material of that type that would 
be in very great excess quantity would seem to me to be ridiculous 
as well as highly inflationary and hurtful to the over-all program. 

Mr. Loverr. It was in that area, for the most part, that the reduc- 
tions occurred from the $104 billion to the approximately $61 billion 
in this estimate. 

Mr. Manon. It seems to me no one of the three services would want 
to buy a reserve of baking powder, using that as an illustration, for a 
year. Why would that sort of reserve ever be projected, in the first 


place, or was that under some sort of directive ¢ 
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Mr. Loverr. The services have to work on a basic plan, and that 
plan calls for a certain number of divisions, a certain number of ships, 
and a certain number of air wings by a certain date. Then, in oN 
tion, those plans provide for the equipment and the supplies to permit 
combat for a period of time, and mobilization. 

Now, there must be some war reserve because it takes from 6 to 18 
months to get the equipment flowing from the production lines, even 
when the tooling is in existence, and the service witnesses will bring 
that out as they appear separately before you. But if you have the 
responsibility in the service for the procurement and the equipping of 
the troops, and there is a requirement for reserves to meet supply de- 
mands i a certain length of time, then that service must endeavor 
to build up that war reserve unless you are able to get agreements from 
the Joint Chiefs of Staff, or others who have the over-all responsi- 
bility, that they are prepared to accept a somewhat shorter period of 
war reserve, relying on the increased productive capacity which is 
being provided to make up the difference. 

ou a I can make the point clearer by dealing with ammunition. 
We must, of course, have an adequate stockpile of ammunition on 
hand. If we faced the unhappy necessity for an all-out war, that 
stock should be enough to enable us to fight for whatever period of 
time is required before the productive capacity which we are provid- 
ing begins to produce ammunition at a rate which we estimate to be 
our expenditure of that item in full combat. That is what we have 
endeavored to do, and it is in the process of discussing those major 
things that the principal reductions have occurred. 

We have avoided, wherever possible, the procurement in one branch 
of all the paint, all the baking powder, all the sheets, all the clothing, 
that was required for a war reserve, not only because it makes the 
impact on the economy less, but also it reduces the warehousing prob- 
Jem and it spreads the burden on the the country over a longer period 
of time. That is very much to our advantage because if we get infla- 
tion going here, all that happens is that we lose end items just as 
though they were destroyed in combat. 


PRICE INCREASES 


I believe I said to you gentlemen before that between April 1950 
and April 1951, we lost $2 billion of end items out of every $10 billion 
that you gave us. 

Mr. Manon. For procurement ? 

Mr. Loverr. For procurement, just because of rise in prices. 

Mr. Manion. But not what we gave you for all purposes? 

Mr. Loverr. No, sir. 

Mr. Manon. If you have a certain requirement for, let us say, XYZ 
ammunition, and you have enough to fight a full-scale war for a while, 
and if you have facilities adequate to produce all you would need, and 
if you have an adequate pipeline set up, there is no sense in building 
warehouses and what not for the storage of excessive amounts of 
XYZ ammunition in order to be prepared for an emergency? 

Mr. Loverr. That is our opinion. 

Mr. Manon. That is the sort of thing you are doing? 
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Mr. Loverr. That is one of the basic theories in the whole procure- 
ment and equipment program. By the adoption of this procedure we 
believe we are accomplishing very desirable results. 

We do not produce items in quantity, which we would otherwise 
produce, in which the rate of obsolescence is very high. You are as 
familiar as I am with the fact that the day an aircraft comes out of a 
plant it is obsolete. Therefore, if you produce aircraft today and 
store them about the country, you have on your hands things which 
do not reflect the most modern aerodynamic designs or electronic 
equipment. That is equally true with respect to tanks in the sense 
that if you procure all the tanks the Army needs this year from one 
plant, then the lines are always full in that factory, and under the 
pressure to get those tanks you may be taking a model which does not 
incorporate all the most modern and desirable improvements, whereas 
if you have multiple lines and spread the time longer, you can work 
in the newer designs. 

Mr. Manon, It seems to me it would make sense to have enough 
tanks on hand to fight with in the event of an all-out emergency in the 
early stages of that emergency. It takes time to bring the forces of 
one nation actually against the forces of another nation in war, par- 
ticularly in the field of tanks and particularly in a country such as 
ours, which is not adjacent to any nation with which we expect to have 
trouble. But if you have industrial capacity to produce tanks just as 
fast as your men can use them, and you can transport them to the field 
of battle, you are all right, as | see it. 

Mr. Loverr. That is correct. 

Mr. Manon. That would be typical of other things. But to have 
them stacked up all over the place and not able to use them the first 
year, that saad. Sree seem to be sensible. 

Mr. Loverr. Mr. Chairman, I think a few figures will perhaps make 
the current situation clear. 

(Discussion off the record.) 


PROCEDURE FOR DETERMINING PROCUREMENT REQUIREMENTS 


Mr. Manon. What you are saying is very interesting. 

The Department of Defense and all its services are required to buy 
hundreds of thousands of items. I realize there are thousands of 
items that make up a single airplane and a tank and some of these 
engines, so we have a very huge and complicated procurement pro- 
gram. How is anyone able to project the preparedness program in 
such a way that you buy approximately what you need, not less and 
not more than you need, and that you make preparation for the indus- 
trial capacity for the production of these things which you may need 
in the event of an all-out war? How do you get at that in the Depart- 
ment of Defense ¢ 

Mr. Loverr. You have to take into account, I think, Mr. Chairman, 
the enormous difliculty of the pechiatte I am advised that there are 
approximately 363,000 items that require some form of scheduling. 
The total of the separate items is well up in the millions. The three 
services, over a period of years, have established formulas which relate 
the rate of issue and the rate at which an inventory is carried to the 
number of troops for the activities. It is, of course, impossible to go 
into each separate item in the review conducted by the Department and 
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the Bureau of the Budget. The best we could do was, working with 
the full help of the three services, to pick out the particular and more 
important major items and they would involve, I think, perhaps 80 
percent of the dollars. But the infinite detail of everything from 
pens to penicillin, tarpaulin, truck tires, and the consumable things in 
civilian life—to take them all into consideration, would be just as 
though you tried to budget the requirements for a whole city by sit- 
ting down and making up your mind what the rate of eating was going 
to be and what the price structure and everything else was going to be 
over a period of time. It is an enormous task, and I must say quite 
frankly I am amazed it is as well done by the services. 

I am saying, sir, there will be areas in here in which your committee 
will find the justification inadequate. I would not want to mislead 
you into thinking that we had combed every error out of this. All 
T can say is that I believe with the best of will, the three services have 
done their utmost to get this budget on a basis which is solid, both 
from a military point of view and from the point of view of the 
justifications. 

I am reminded by Mr. Garlock that in all these things there is a 
counterbalance, that where we may have overstated in one place we 
may have an understatement somewhere else as an offset. 

One other point, Mr. Chairman, which I think is perhaps pertinent 
at this time. We have never faced a situation before in this country, 
where we are fighting a war in Korea with one rate of expenditure; 
trying to provide initial equipment for three services as rapidly as 
practicable; and at the same time trying to provide a mobilization 
system for vastly larger services. It is a very difficult task. 

The Department of Defense and the individual services, I think, 
should state frankly to this committee that the management control 
over such a program is very difficult. It will require constant surveil- 
lance and readjustment from time to time in certain program areas. 
I do not think anyone or any group is wise enough to sit down now 
and plan out with any high degree of accuracy what costs will be and 
what requirements will be 18 months from now. So, in order to keep 
a flexible program of military build-up adjusted to the situation 
throughout the world, we have felt that it was very desirable not to 
set up a monetary Maginot line, and just say, “There is this amount of 
money; now go out and buy everything you can with it,” but rather, 
we should come up here with the best judgment we and the Bureau of 
the Budget can bring to bear on this and try to justify the items to 
your committee, and say at the outset, as I have said, there is one 
substantial area that we just do not know how to deal with, and that 
is combat consumption rates in Korea, because we do not know when 
it is going to end, or whether it is going to end within this fiscal year. 
So what we have done is to put in Korean consumption at peacetime 
rates and have left the combat rate of expenditure out so that we could 
come back as and when the need arises, or as and when we can see more 
clearly ahead. That is the only way I know, sir; we can do this forth- 
rightly and still make any justification which you gentlemen will 
accept. 
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DrereRMINATION OF AMOUNT OF 1952 BupGer 


Mr. Manon. The President said in January that he expected to re- 
quest a military supplemental of about $10,000,000,000 for the fiscal 
year 1951, and that . would send up a regular bill for 1952 in the 
sum of about $60,000,000,000. 

Now, it is quite striking that you have come up with the $60,000,000,- 
000, almost the exact figure. You have hit it on the head. Of course, 
in the supplemental the final figure was considerably smaller. It 
would appear that somebody said—well, we are going to spend $60,- 
000,000,000, now figure out the way we can spend it and get the most 
ior our money. What is your reaction to that ? 

Mr. Loverr. Mr. Chairman, it is a pure accident. We guessed 
$10,000,000,000, as I recall it, for a third supplemental. Actually, it 
was $6,400,000,000. We guessed about $60,000,000,000. 

Mr. Taper. $62,500,000,000. 

Mr. Loverr. $60,000,000,000 is the one-line budget estimate for new 
obligational authority. 

Mr. Manon. Still my point holds. 

Mr. Loverr. That was developed by projecting the expenditures 
forward and then applying the lead time and obligations. It came 
out to approximately $60,000,000,000. 

Now, what actually happened this time was just a plain, every- 
day accident, because, when our comptroller’s office and the Bureau 
of the Budget’s team that had been working for months on this, 
first brought their review down for justification before the Depart- 
ment, my recollection is that the figure was about $49,100,000,000 
excluding publie works. That is the figure that came to me. If you 
add a ablic works figure which is now estimated at $4,500,000,000, 
it woul come out to about $54,000,000,000. Actually, we had to 
write in during this 4-day reclaim hearing the difference between 
that and this present figure because of several major assumptions 
that had been used as the basis for the review, and the latest facts 
presented by the services. 

For example, we had 12 months’ lead time in for fighter aircraft, 
and since it was developed that you cannot get the engines for 18 
months, we were wrong, so we had to put in funds for lead time for 
6 months more right there. That meant a lot of money. 

We had reduced the Navy stock fund and the Army stock fund by 
very substantial amounts, and we had to put back a considerable part, 
because the assumptions we made in the budget review were proved 
by the services to be incorrect. It usually got into lead time, or stock 
inventory levels, and then there were a number of facilities which we 
cut out altogether. In cases where they were able to show that we were 
wrong, we put them back; so that it was purely accidental that the final 
figure, leaving public works out, went up from $49,100,000,000, as I 
recall it, to $57,000,000,000. There was about a $8,000,000,000 write- 
back as the result of the justifications made. Those justifications 
were well made. I think that we cut too much in the first review. 
We cut from the fat into the bone and therefore we restored funds 
where they appeared necessary. 


84328—51—pt. 1——2 
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PAY OF MILITARY PERSONNEL 


Mr. Manon. What percentage is requested in the present budget 
for pay of personnel, for clothing and subsistence, and things of 
that kind? 

Mr. Loverr. About one-sixth for pay. The figure is $10,400,- 
000,000. 

Mr. Gartock. Seventeen percent, including pay and allowances, 
subsistence, individual clothing, welfare and morale, transportation— 
permanent change of station, and other minor activities which are di- 
rectly attributable to military personnel. 

Mr. Loverr. Seventeen percent. 

Mr. Manon. How much dollarwise ? 

Mr. Loverr. $10,400,000,000. 

Mr. Manon. Now, we might say there is some area for saving in 
transportation, or even in subsistence, if we are fortunate in buying 
in more desirable markets. or if there should be some slackening of 
inflationary trends, which do not appear to be in the cards, but 
generally speaking, if we have a force of 5,500,000 and you have to pay 
them, that is the law. We can reduce the pay by changing it, but there 
is not much latitude there. 

Mr. Loverr. No, sir; there is not in that percentage. 

Interestingly enough, it is almost constant. It was 17 percent in 
1951 and it is about 17 percent now. 

Mr. Manon. Take some other area of proposed expenditure from 
your table. 

OPERATION AND MAINTENANCE 


Mr. Loverr. “Operation and maintenance,” title II: That consists 
of 20 percent of this budget request, or $12,200,000,000, as compared 
with 24 percent in 1951. 

Mr. Manon. Did you in the Department of Defense, in cooperation 
with the services, make any reduction from their request for “Opera- 
tion and maintenance.” 

Mr. Loverr. Under that title, sir, there are troops and facilities; 
aircraft and facilities; ships and facilities; armor, armaments, ammu- 
nition, and related facilities; service-wide administration; and the 
depot supply system. There were adjustments down within that cate- 
gory. Adjustments were made in areas where it appeared that the 
proposed rate of expansion was excessive. 

Mr. Manon. Will you take another category and give us the facts? 


MAJOR PROCUREMENT AND PRODUCTION COSTS 


Mr. Loverr. How about major procurement? 

Mr. Manon. Major procurement will be all right. 

Mr. Loverr. Major procurement and production costs, 49 percent 
of this budget. 

Mr. Manion. Approximately half of the 1952 budget which you sub- 
mit to us is for major procurement ? 

Mr. Lovett. Yes. 

Mr. Manon. Did you make any major reductions in major pro- 
curement when you looked at this $104,000,000,000 tentative figure? 











17 


Mr. Loverr. Yes; there were certain categories under that broad 
topic in which there were reductions. These adjustments related not 
to the initial nig api of troops, or the attainment of approved 

1e 


objectives, but to t roduction of war and mobilization reserves. 

Mr. Manon, I think that you have given us some examples. Do 
you have in mind any more? 

Mr. Loverr. I think we have. I think I can give you another one 
off the record. 

(Discussion off the record.) 


POSPONEMENT OF PROCUREMENT OF ITEMS COMMON TO CIVILIAN ECONOMY 


Mr. Loverr. There were certain areas, Mr. Chairman, in which by 
discussion with the services we found that the production of those end 
items and the follow-on order could be postponed in the sense of 
fiscal year 1952 obligations and therefore they were eliminated for 
later consideration. That occurred in a number of items in there, 
but in none of them does it affect the miguel of the initial equipment 
and the production lines by and large are financed through the first 
quarter of calendar 1953. 

Mr. Gartock. December 1952, for everything except aircraft and 
ships, which are financed for a longer time. 

Mr: Loverr. I am talking aircraft now. 

Mr. Gartock. December 31, 1953. 

Mr. Manon. If you want an aircraft on a certain date and you can 
buy the tires for the aircraft tomorrow and get delivery, and the land- 
ing gear tomorrow and get delivery, and the wings tomorrow and get 
delivery in 3 months—this is all purely hypothetical, because these 
things would not be possible—and if you can buy many other items 
for that aircraft and get early delivery, but if you cannot get the guns, 
engines, and the electronic material which are absolutely essential to 
flying the airplane and using it, what do you do? 

Mr. Loverr. Then you have not got an airplane.- 

Mr. Mauon, That is correct. 

Mr. Loverr. If you cannot get the engine, then you have got a glider. 
So you have to put your order in—and I really mean get the order 
placed—in order to get production based on the longest lead-time item 
that is an essential part of that aircraft ; and I believe those are engines 
and electronics now. 

Mr. Manon. Would you buy the tires for that airplane? 

Mr. Loverr. No, sir. 

Mr. Manon. Early in the game? 

Mr. Loverr. No, sir; it would all be scheduled so as to come in 

Mr. Manon. At the time these things would be needed. 

Mr. Loverr. That is right. 

General Rawxiines. The lead-time requirement for the individual 
item on the assembly line; yes, sir. 

Mr. Loverr. That same system, Mr. Chairman, applies with equal 
validity and perhaps greater, in ship construction, where there are 
certain elements that you can go out and buy with a 6-months’ lead 
time, and others that need 12 months, and others that need 18 months, 
and some of them 2 years, and I believe there are certain things that 
are longer than 2 years. 
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Admiral Ciexton. That is right, engines. 

Mr. Loverr. It has to be carefully programed and extremely care- 
fully phased into production, because the ship without the guns would 
not be of any use, or the guns without the ship. 

Mr. Manon. There is no need for us to appropriate money for short 
lead-time things that will not be required during the time for which 
the money is being appropriated. 

Mr. Loverr. Where we do not need the obligation authority now, 
in order to get the end item at the appropriate time to give us the 
completed weapon, we have not included it. Where we do need to 
procure the item now in order to meet the goals set up here for the 
rearmament and mobilization reserve, it has been included. That is 
about as accurate a general statement as I can make on it, Mr. Chair- 
man. 

Mr. Manon. We are economy-minded in this committee as long as 
economy does not interfere with the preparedness program and the 
security of the United States. We cannot make reductions in “Pay 
of the Army,” unless we reduce the pay scales or reduce the number 
of men in the services. We cannot avoid the necessity of buying 
clothing and necessary items of equipage, and what not, for these 
people. The biggest single chunk of money in this fiscal year 1952 
budget would go for the procurement of hardware—tanks, airplanes, 
ships, and so forth. So, if we are going to make reductions, there is 
a field for exploration. 


MAJOR PROCUREMENT AND PRODUCTION 


How do we know that we cannot make reductions, or how do we 
know that we should not make increases in the funds provided for 
procurement? You say that about $34.7 billion will be used to pur- 
chase heavy equipment, such as ships, planes, tanks, artillery, trucks, 
ammunition, waited missiles, and electronics. I am quoting from the 
budget letter. 

Mr. Loverr. Those items are in category IIT, “Major procurement 
and production,” Mr. Chairman. 

Mr. Manion. How could we effect economies in that sphere without 
injuring our effort to become better prepared for trouble? 

Mr. Loverr. I do not know, Mr. Chairman; I hope you will find 
it extremely difficult to develop many economies in there because, if 
you do find areas then it will be because something has slipped through 
the services and the review done by the Comptroller. But by and 
large we have tried to keep this down to the reasonable tests, as, for 
example, in public works, of what the minimum operational require- 
ments are. [do not believe in the major items of procurement, that 
there is much relief. I think that the way to economy is likewise in 
the avoidance of unnecessary stockpiling, and the reliance on the area 
in which we have a real world superiority; that is, productive capacity. 
I think that is where economy lies and not in reducing the hardware 
which is needed for the initial build-up. 


POSSIBLE SAVINGS FROM SOUND PROCUREMENT POLICIES 


Mr. Manon. I do not mean that we would reduce the amount of 
hardware, necessarily. I mean, how could we get the same amount 
of hardware for less money? If you could figure out a way to buy 
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an airplane which would normally cost $1 million; if you could work 
out techniques, procedures and contracts whereby you could get that 
$1 million aircraft for $900,000 and save $100,000, then you would be 
effecting real economy, which would make sense. That is just an 
example of this broad field. 

Is there some way we can get the price of the medium tank down 
from $200,000-odd to a lower figure ¢ 

Mr. Loverr. The reduction of price in those items, as is the case 
in most industrial items, comes from volume. Unfortunately in many 
of these areas volume is not possible. But I think it is unquestionably 
a fact that the one-thousandth fighter that comes off the line costs less 
than the one-hundredth. But the cost of the quantity as a whole can be 
estimated at the present time by relation to similar equipment, simi- 
lar airframe poundage, man-hour yardsticks—all of those controls 
which the services attempt to apply; and then, as an added assurance 
that through some fortuitous circumstance some extravagant profit is 
not made, the renegotiation procedure, of course, is now a matter of 
law and they would review it subsequently. 

Mr. Manion. It seems to me that it would be most important for the 
Department of Defense to look very carefully into our procurement 
technique because that is where the money is going; even a slight re- 
duction percentage-wise would mount up to hundreds of millions of 
dollars in this whole program eventually. That is something that I do 
not know how to get at. 

Mr. Loverr. We have just completed some rather interesting studies 
on both the amount of time between the placing of an order and 
the end item and the amount of time between authorization and a firm 
contract. We have brought in a number of engineering firms from 
the outside to make that type of study. 

Some economy I think can be made in the field of management in an 
internal sense in the Department itself, but I believe that close 
supervision, close review of schedules and production and our plant 
inspection system is perhaps the surest security that we have against 
the extravagance of cost of any of these things. They are unusual 
items. Now, where it is a common item in civilian life there, of course, 
we have an absolute check. 

Mr. Manon. Yes; but here is a procurement officer who goes out to 
Detroit and sees some representative of a big corporation that is going 
to build, let us say, tanks. Or the representative of a big corpora- 
tion comes to Washington and the Government says, “We want you 
to make tanks.” He says, “O. K.; this tank is going to cost you about 
$250,000 and so many would amount to so much money.” How are 
you able to bargain with that man and arrive at a figure that is in the 
interest of the Government? I realize that I am oversimplifying this, 
but IL am trying to get a better picture of what you actually do. 

Mr. Loverr. Where we have a Government arsenal as we have in 
the Detroit Tank Arsenal, and where we cut into the business of other 
companies, like American Locomotive, Chrysler, Fisher Body, and 
such people, we have something that is a fairly firm base on which to 
start. That is, we know the approximate cost of the basic materials. 
We know the approximate number of man-hours throughout the 
various stages. We know the specific cost of certain of the end items. 
We know the cost of the guns and if plant A is producing a tank for, 
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we will say, $100,000 and plant B wants $150,000 we know something is 
wrong and the procurement officer digs in then and has a look. 

I think you will find it comforting, Mr. Chairman, to talk to the 
men who handle this, like General Reeder and his colleagues, and the 
same is true in the three services. I know it well from the aircraft 
days. There we used to negotiate and we used to fight for fractions of 
a percent. For days and days, we just could not get agreement. 

As the size of the problem grows, there are marginal producers 
brought in. We must have small business in, we must have subcon- 
tractors; and their costs are sometimes higher than the others. But 
the difference is worth it in most of those cases in order to broaden 
the base of the supply system. 


ELIMINATION OF WASTE BY CONTRACTORS 


Mr. Manon. Is it not true that often a contractor can put labor on 
at almost a fantastic price, and work double time, and are there not 
often areas of expenditure and waste that theoretically could and 
should be eliminated ¢ 

Mr. Loverr. I would think that wherever there is a rush job, wher- 
ever there is some great pressure on something by a certain date, and 
I would think that would normally be in public-works items, because 
long-lead items are carefully engineered jobs, and a contractor takes 
a contract, the only protection is the most careful inspection and man- 
agement of that, because the Government can get cheated through 
laxity by the person who is in charge of the construction at any given 
place. I think it would be more apt to come in that field than it would, 
we will say, in tanks or aireraft where we have service inspectors on 
the production lines in the plants. 


PERCENTAGE OF NATIONAL OUTPUT FOR DEFENSE 


Mr. Manon. The budget message with respect to the pending pro- 
posal points out that in the fiscal year 1952 about 20 percent of our 
national product will be for military purposes; that compares to 45 
percent at the peak of World War II. If we put 45 percent into this 
effort rather than 20 percent, would we not get ready coo and would 
that be a practical approach to this problem? Or would that in a 
sense defeat some of those things that you spoke of earlier in your 
testimony ? 

Mr. Loverr. I do not think, Mr. Chairman, that you would get 
much additional delivery of the most important items by December 
1952. As I said earlier, I think speeding up our deliveries of basic 
materials is the main accelerating factor just now. 

Mr. Manon. In other words, it would be difficult to put 45 per- 
cent of the national product into the preparedness effort at this time. 

Mr. Loverr. In my opinion it would, definitely. I would be 
troubled by the thought that we might get into the same situation 
that we got into in 1943 when we deobligated for 6 months because 
we got industry so choked up with orders, little came out. It is like 
the man who gets so busy that he cannot get anything done. So we 
actually had to undo contracts. 
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TREBLING OF DELIVERIES OF DEFENSE GOODS 


You mentioned 20 percent of the national product. We are aiming 
at trebling deliveries within the year; that is a 300-percent increase 
in the year. The first year that you do that it is attainable. The 
second year you are really doing a 600-percent increase from your 
starting point and the third year you are really getting up into big 
percentages. 

Mr. Wilson agrees that we ought to be able to do the 300 percent. 
When you treble it the second year, he begins to get disturbed. The 
problem, of course, for the most part is basic raw materials. I have 
not heard him express himself on the third year. The idea of con- 
tinuing this trebling rate is what I am referring to. But that is our 
purpose, to treble it in the first year. 


EXPENDITURES, 1951 AND 1952 


Mr. Manon. During the fiscal year 1951 we expect to expend $19,- 
000,000,000 on the defense effort; that is, for the Army, Navy, and 
Air Force, as I understand it. During the fiscal year 1952 we expect 
to expend $39,500,000,000 according to the President’s message. 

Mr. Loverr. That is right. 

Mr. Manon. Which is a reduction of the $41,000,000,000 that had 
been projected earlier, I believe ? 

Mr. Loverr. That is correct. 

Mr. Manon. We propose to double our military expenditures in 
fiscal 1952 as compared to fiscal 1951, if I read the record correctly. 

Mr. Loverr. Practically all of that, of course, is procurement from 
here on out, because there is no very substantial increase in personnel. 

Mr. Gartock. May I amplify that, Mr. Chairman / 

Mr. Manon. Yes. 

Mr. Gartock. Mr. Chairman, in July of this fiscal year we were 
receiving hard goods and construction at the rate of $400 million 
amonth. We expect in June of this year to get $1.2 billion of hard 
goods and public works. So far we are following right along with 
that trebling program. If we are able to follow that through the 
next year, that would be $3.6 billion per month of hard goods and 
public works in June of 1952. As Mr. Lovett indicated, Mr. Wilson 
goes along with this program. He knows we are going to make it 
this year. Next year it is going to take considerably more effort and 
expenditures in the second half will be much more than 50 percent 
of the total for the year. It is in this second half of 1952 that the 
substantial increase in deliveries will be experienced. 


INCREASE IN MILITARY POSTURE OF THE UNITED STATES 


Mr. Manon. Mr. Lovett, your testimony would indicate the na- 
ture of our military build-up. I have read from various sources 
statements to the effect that if we can avoid an all-out war with a 
major power for a year or 2 years we will be in a much better position. 
I do not think there is any doubt but that we will be; but those state- 
ments which are made, such as Mr. Wilson frequently makes, it 
seems to me would cause any potential enemy to ponder whether or not 
it would be better to strike us now rather than to permit any delay. 
Those things worry me. What would you say about that? 
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Mr. Loverr. May I answer that off the record, Mr. Chairman? 

Mr. Manon. It has all been said on the record. T am not trying 
to put you on the spot, but Iam just wondering about that. 

Mr. Loverr. Naturally we are going to be very much stronger a 
year from now than we are now, because we are not getting the pro- 
duction of the items which we ordered in September and January of 
this year—in the really important items; we are not getting enough 
aircraft now. We are not getting enough ammunition and tanks, 

Mr. Manon. We are just beginning to get tanks. 

Mr. Loverr. We are just beginning to get them. We are not really 
beginning in some items. We should get greater production later this 
vear. So it follows logically that of course we will be better off. But 
I think it is unfortunate to assume that our potential enemy is not 
also going to be better off. He will not be as well off, because he has 
been tr: ading butter for guns for the last 5 years. We have not. But 
we will both be better off and our relative position will be very much 
better. Of that, Iam sure. 

(Discussion off the record.) 

Mr. Manon. I think it is perfectly obvious to any person that we 
are inthe midst of a defense build-up. That is no military secret. 

Mr. Loverr. That is correct. 

Mr. Manion. We are not building up for war. We hope we are 
building up for peace. We have no aggressive designs. But there is 
certainly no need to give the full details to everybody, of just what 
our state of readiness may be at any given point. 


COMPARISON OF INDUSTRIAL CAPACITY OF THE UNITED STATES WITH OTHER 
COUNTRIES 


How does our industrial potential compare to Russia’s and the na- 
tions of Western Europe so far as mobilization for war is concerned 4 
Mr. Loverr. Measured by the principal items, such as steel, copper, 

coal, oil, we are vastly superior. 

Mr. Manon. The truth is that we have been and are devoting a 
much larger percentage of our industrial production and our resources 
to peacetime pursuits rather than preparation for war. 

Mr. Loverr. That is correct. 

Mr. Manon. Mr. Sheppard. 


EFFECT OF ECONOMIC CONDITIONS UPON PROCUREMENT GOALS 


Mr. Suerrarp. I would like to approach the issue a little differently, 
Mr. Secretary, than it has been approached by my chairman. He has 
covered a very interesting field. 

To me, to reach your ultimate goals, you must obviously have cer- 
tain facts upon which to base your final conclusions; is that true / 

Mr. Loverr. Yes; I think it is, Mr. Sheppard. You have to have 
a firm point from which to start. 

Mr. Suerrarp. You and others on policy levels have set out a pat- 
tern of procedure which involves taking into the military service so 
many men. Obviously, once you have “established that basic figure 
you can go into the ac tual requirements for each man, so there we are 
following a firm concept, are we not? 
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Mr. Loverr. Yes, sir. 

Mr. Suerrarv. When we get out of that aspect and into the pro- 
duction picture I do not feel as optimistic as you have expressed your- 
self to be. Why I am not as optimistic is because I have lost the 
determining cost factor that I can use for the end result; and that 
is literally the economic conditions with which you people today are 
dealing when it comes to this entire expansion program; is that 
correct ? 

Mr. Loverr. Yes; if you mean, Mr. Sheppard, that the entire econ- 
omy as a whole is intermeshed with our military productive capacity, 
you are entirely correct, in my opinion. 

Mr. Suerparp. Obviously, Mr. Secretary, it has to be. 

Mr. Loverr. It has to be, of course. 

Mr. Sueprarp Because you are covering the entire field of the econ- 
omy with very few exceptions. 

Mr. Loverr. That is correct, sir. 

Mr. Sueprarp. So it would occur to me—and I am in no manner 
criticizing the program that you gentlemen have introduced here. I 
do not know that you could have done any better under the circum- 
stances with which you have to deal, but. I cannot divorce my thinking 
from the premise that we are confronted with around 45 to 60 percent 
assumptive category when it comes to the end result. I cannot see 
anything else for it, because there are too many factors over which 
you have no control. You can regiment your money because you have 
control over it once it is appropriated. But when it comes to the 
acquirement of the products with the money that you have allocated 
you cannot regiment production; can you? You are not in a position 
to do that? 

Mr. Loverr. I suppose that ODM and DPA were designed to try 
to exercise that sort of control through allocations and ceilings, and 
so forth. It is going to be very difficult. 

Mr. Surrvrarp. I think your assumption is correct. But it is a sup- 
position and pure supposition insofar as end results are concerned for 
the expended dollar, because of your own statement—with which I 
am not quarreling; however, I think you are rather conservative, when 
you say that $2,000,000,000 out of every S10,000,000,000 is over the 
wheel and lost—your own statement is a clearly indicating factor that 
my premise is correct. 

I do not want to embarrass you, but I think, frankly, when this 
committee sits down to finally assign the funds subject to the require- 
ments you are presenting here today that we, in turn, have got to take 
the same assumptive premise or else in some manner have a more deter- 
mined basic course upon which we can reach a conclusion for reduc- 
ing your present requirements. 

Mr. Loverr. May I give you a set of figures which I think bears 
precisely on what you are talking about ? 

Mr. Suerrarp. I would like very much to have them. 

Mr. Loverr. May I do that off the record ¢ 

Mr. Suerrarp. Certainly. 

(Statement off the record.) 

Mr. Sueprearp. Unless I have been misinformed, you started out on 
some very pertinent contracts about 5 months ago; is that correct 4 
Mr. Loverr. Yes, sir. 
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Mr. Suepparp. At the time you placed those contracts, pertinent to 
your military requirements, in your hardware category, you antici- 
pated certain end- -production results that would be practically in ef- 
fect as of now, did you not 

Mr. Loverr. Yes, sir. 

Mr. Sueprarp. And you are not getting them, are you? 

Mr. Loverr. No, sir; in certain items we definitely are not. And I 
think we need a controlled materials plan or the equivalent if we are 
to speed up and cut down lead time. 

Mr. Suerrarp. In other words, if my information is correct, your 
projections are about 48 percent behind on what you had originally 
anticipated in a large category of your production requirements? Is 
that right or is that “wrong? 

Mr. Loverr. I do not know the percentage, Mr. Sheppard, but I do 
know that we are behind. 

Mr. Snerrarp. Mr. Garlock, do you know the percentage ? 

Mr. Gartock. Mr. Sheppard, in reviewing this budget, we found 
it very difficult on individual items; individual items run either away 
ahead or away behind. Of the contracts we placed last August, some 
of them are running behind and some of them are running ahead of 
schedule. But the collective end result is that we have increased the 
deliveries of hard goods and public works every month. 

Collectively we “have increased the amount of deliveries of hard 
goods and public works every month and we have every reason to 
believe that June will run right at $1.2 billion, which is three times 
the previous July deliveries. Much of our problem here, Mr. Shep- 
pard, is to see that we get this $1.2 billion in the items which we need 
and which are not the easier things to get. I think one of the reasons 
why 1952 will be more difficult than 1951 is the continued increase, 
plus the fact that the tank and the aircraft schedules—the harder 
items, are scheduled for much of that increase. 

Mr. Sueprarp. Let me ask you this, Mr. Secretary, in order to 
straighten out my own thinking. Irrespective of whether you are 
procuring a tank, a plane, a gun, and so forth, the finished article is 
what is necessary to reach to accomplish 1 your end projection ; is it not ? 

Mr. Garnock. Yes, sir. 

Mr. Suepparp. As you have specifically said, if you have only one 
part of the gun, for example, you do not have the gun. 

Mr. Gartock. That is right. 

Mr. Suepparp. So, when you go back to the basic question, I grant 
that you have increased your production, but if you survey your 
entire requirements that you planned for originally and the end 
results, the completed articles today, then are my figures so radically 
wrong? 

Mr. Gartock. No; I do not think they are. 

Mr. Suerrarp. That is my point. 

Mr. Gartock. The amount that we have lost unitwise is still not 
great. We still have the opportunity to pick it up in the months 
ahead. 

Mr. Suepparp. If you gentlemen can sit down across this table from 
me and tell me how you are going actually to achieve the end of your 
procurement ambitions as presently projected under present-day busi- 
ness controls, please do so. I am most susceptible, gentlemen, to any 
response that you care to offer. 
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Mr. Lovert. I can only comment in broad terms on what you said, 
Mr. Sheppard. The percentage of failure I would think in the im- 
portant items might be somewhat lower, but that does not alter the 
basic fact to which you invite attention. We have to have a hard 
schedule in order to get our basic material requirements in and 
pope scheduled to keep pressure on the production machine. 

ery frequently those target figures are true target figures as com- 
pared with expected production. That is noticeable in certain types 
of aircraft, where the immediate target may be high, but the period 
of delivery would be within the realm of accomplishment, in my 
opinion. 

So my answer to you would be that I know of no substitute for the 
constant supervision both of the supplier and of the basic materials. 
Now, the control of those basic materials is, of course, the foundation 
on which the supplier produces his material. If we lose control of 
that then we do not get the end product. 

Mr. Suerrarp. Well, you can undoubtedly apply it in many, many 
instances, as to a very close supervision, and one intelligently applied. 
But, again, you are still dealing with the unknown factor insofar as 
production pertains at the moment. In my honest opinion you are 
going to be in that position until there is a more firm policy of con- 
trol on the basics that go into the total. I just do not see any other 
way for it. 

Mr. Loverr. We are going to need, I feel sure, an effective system of 
control and allocation over-all as well as within the Military Estab- 
lishment, if we are to make these goals. 

Mr. Suepparp. In order to resolve my thinking I have pursued this 
particular course, because in the final analysis when we sit down to 
mark up this bill we are going to have to consider existing condi- 
tions on the same premise that you are taking, and provide the funds 
upon the same general concept that you are presenting the require- 
ments for. 

Mr. Loverr. Yes, sir. 

Mr. Suepparp. There is no place in the noncontrolled factor where 
we can interject any cuts with any degree of safety. 

Mr. Loverr. That is the way it looks to me, sir. 

Mr. Suerparp. Because we are all dealing with a hypothetical prem- 
ise, and we have to adjudicate conclusions accordingly. 

Mr. Loverr. Yes, sir. 

Mr. Suerrarp. That is all T have to say about the issue at the mo- 
ment, Mr. Chairman. 

Mr. Manon. Mr. Sikes. 


TRIBUTE TO SECRETARY LOVETT 


Mr. Sixes. Mr. Secretary, I want to compliment you on your state- 
ment to the committee. It is a clear statement and I think it is a 
sound statement. Frankly, I like to hear you when you are a witness. 
It is always reassuring to me to hear you talk, because I feel that a 
very important work is in very good hands. 

Mr. Loverr. Thank you, sir. 

Mr. Srxes. I have a number of questions that I want to ask. Pos- 
sibly some of these should not be directed to you. In case that is true, 
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will you please indicate who at a later time will be in a better position 
to answer the questions that I ask. 
Mr. Loverr. Thank you, sir. 


SupPLEMENTAL BupGet For 1952 


Mr. Sixes. Mr. Secretary, I am somewhat disturbed by what makes 
me think you may not have a completely realistic budget before us. 
Your own testimony anticipates that it may be necessary to request 
Congress during fiscal 1952 for additional funds, presumably pri- 
marily because, quoting from you, “we have with certain exceptions 
made no specific allowance for combat consumption rates during the 
fiscal year 1952.” That almost seems to me to presuppose a supple- 
mental estimate during the fiscal year 1952. 

Mr. Loverr. Yes, sir. 

Mr. SrKes. So that the $60 billion budget now before us is sort of 
a base and nothing more. 

Mr. Loverr. I hope, Mr. Sikes, it is something more. As I tried to 
explain earlier, we do not know how to figure the combat consump- 
tion in Korea with any adequate accuracy, because the loss of matériel 
as well as the expenditure of ammunition and food and so forth varies 
and has varied so widely as between times when we are in motion 
forward or in retrograde. 


COST OF KOREAN WAR 


Mr. SrKes. I recognize that. I recognize the difficulty. For in- 
stance, in order to give us at least something to go on, can you tell us 
what Korea has cost or is expected to cost in fiscal 1951? 

Mr. Loverr. We have put in the budget the peacetime consumption 
rates for that, leaving the margin between that and the combat con- 
sumption rates to discuss with vou later. The 1951 cost is something 
that we have struggled with endlessly to try to identify. From an ac- 
counting point of view it is almost impossible, in that we will take 
equipment from a National Guard outfit when it is called into Federal 
service, and it will take part of that equipment out there and it will 
lose it or exhaust it and be resupplied. “The resupply may come from 
some entirely different categories, either in Category II or in Category 
Ill. I will do what I can to try to get an answer for you. I think that 
probably would be from Assistant Secretary Bendetsen of the Army. 
We have had endless debates on this thing, trying to establish some 
equitable distribution between what our normal operation costs would 
be, for example, in Air in Korea. 

Mr. Sixes. Have you been able to agree on any generally acceptable 
figure ¢ 

Mr. Loverr. We have not so far been able to agree. We are in wide 
disagreement, for example, on certain of the Army items. It is not 
so difficult with the Navy or with the Air, because the problem is 
simpler. 

There is the pay of troops, we were going to call them up anyway 
and pay them. There is the issue of supplies, the use of equipment, 
which is obsolete in one sense or will be obsoleted by the new models. 
This material would be left on our hands in any event. Whether it is 
charged to Korea or held as second line is the area of debate. What 
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I will try to do is to get back into that field with them again and 
see if we can figure out a cost system. So far it has not been feasible 
from an accounting point of view. 

Mr. Srxes. But in the main our housekeeping requirements, our 
matériel requirements as we see them are being met. The difference 
then will depend on how much ammunition is burned up, how much 
matériel is lost or destroyed, and items of that nature? 

Mr. Loverr. Yes, sir. 

Mr. Srkes. Then in addition to the combat requirements in Korea we 
are going to have to add, if we get a realistic budget, the cost of 
stockpiling and the cost of arms to Europe, are we not ? 

Mr. Loverr. The mutual defense assistance program, 

Mr. Sixes. Yes. 

Mr. Loverr. Yes, sir; that comes up separately. 

Mr. Sixes. Can you at this time give us a rough estimate ot the 
amount for each ? 

Mr. Loverr. This should be off the record. 

(Discussion off the record.) 

Mr. Stxes. What about the cost of stockpiling? Do you have any- 
thing on that? 

Mr. Loverr. I think Mr. Small is before some committee of Con- 
gress right now on the possibility of transfer of this responsibility. 

Mr. Stxes. We will leave that for another witness. 

Mr. Loverr. Mr. Small will give you those figures, sir. 

Mr. Gartock. The budget submitted in January included a tenta- 
tive estimate for $1 billion. 

Mr. Sixes. In any event, this $60 billion estimate is very probably 
considerably lower than we actually are going to have to be prepared 
to pay for defense during fiscal 1952. 

Mr. Loverr. That is correct. 


Rvusstan Propucrion 
STEEL 


Mr. Stxes. Mr. Secretary, we talked about steel output and pro- 
duction by the Communists of matériel of war. Do we really know 
enough about it to make a positive statement as to how far along they 
are in production compared to our own rate of production ? 

Mr. Loverr. In my opinion we do not have any reliable statistics 
out of the Soviets except those statistics which were developed during 
the war in relation to the basic materials such as coal, steel, oil, and 
electric power. There I think we have rather firm information. But 
when you translate that into the end products you begin to get into 
the uncertain areas. 

Mr. Sixes. There is one thing that has always disturbed me. Several 
times a year I see tables showing how much greater our steel produc- 
tion and oil production is compared to the Communist steel produc- 
tion and the Communist oil production. I do not think those tables 
mean a thing in the world, because of the fact that such a great per- 
centage of our production goes into domestic or civilian channels, and 
by contrast any part, up to almost 100 percent, of their production 
can go into military channels. 

Mr. Loverr. That is a somewhat different point, I believe, Mr. Sikes. 
I think we know with reasonable accuracy what their tons output is in 
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steel, what their iron ore is, what their coal is, and what their petroleum 
production is. The point you make, as I understand it, on what we do 
not know, is how much a citizen of the Soviet needs or gets out of that 
total, and we do know how much we need and get as individuals. 

Mr. Srxes. Right. 

Mr. Loverr. I agree fully with that. I do not think we do know, 
except we do know they live on a very much lower standard of living. 
They seem to be able to get along with substantially less than we do 
as individuals. 


OIL 


Mr. Srxes. Do we have any information about their oil or petroleum 
output, to show whether it is increasing materially or not? 

Mr. Loverr. We have the 1950 production estimates here. 

(Discussion off the record. ) 

Mr. Stxes. There, again, our domestic and civilian requirements are 
much higher than the Russian. 

Mr. Lovert. I think that is true. 

Mr. SrKes. It does not tell us much about what is available to the 
military. 

Mr. Loverr. I think that comparison makes your point clear. 


SYNTHETICS PRODUCTION 


Mr. Sixes. Do the Communists seem to be stepping up their syn- 
thetics production materially, or do we know ? 

Mr. Lovetr. Not that I know of. They have been using some of the 
German synthetics in East Germany, but as to their own national 
production I do not know, Mr. Sikes. 

Mr. Srxes. Were the Germans actually relying primarily upon syn- 
thetics during the latter days of the war, or on stored natural petro- 
leum products / 

Mr. Loverr. I do not have the percentage in mind, but they were 
still getting substantial production from the Rumanian fields and, of 
course, the Ploesti area. 

Mr. Sixes. At this time most of the German synthetic sources which 
were not completely destroyed and the Rumanian natural sources 
are available to the Russians. 

Mr. Loverr. They are available to them and are included in these 
figures. 

Mr. Srxes. Since the Germans had enough to carry on quite a sizable 
war for a long time, it is something we cannot minimize. 

Mr. Loverr. No, sir; we cannot. 

Mr. Srxes. Mr. Secretary, should I discuss civilian personnel re- 
quirements for the armed services with you or with someone else? 

Mr. Lovert. I think your information would be more accurate, sir, 
if you discussed it with the armed services representatives in their 
turn when they come up. 

Mr. Sixes. Very well. 


Propuction Leap Time 


I hope that the lead-time requirements are constantly being cut 
down on the matériel which is on order. Am I right in that? 
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Mr. Loverr. No, sir. The lead-time requirement on our major 
items is fairly stable. That is, it takes 18 months from order to 
delivery. tS 

Mr. Sixes. Is not the step-up in production making it possible for 
us to cut down lead time ? 

Mr. Loverr. Not in that type of item, sir. 

Mr. Stes. So that in the main there is no change in lead-time re- 
quirements ¢ 

Mr. Loverr. That is right, sir. 


PLANT TOOLING PROGRAM 


Mr. Sixes. Can we say that the build-up of costs, tooling up, will 
substantially be completed in fiscal 1952, so that we can approach a 
leveling-off period ? 

Mr. Loverr. Yes, sir. It will be substantially budgeted in fiscal 
year 1952, but it will not be completed. It runs into 1953. 


Price INCREASES 


Mr. Sixes. I noticed with considerable interest what you said about 
the effect of inflation on cost; $2 billion out of $10 billion. 

Mr. Loverr. Between April 1950 and April 1951. 

Mr. Sixes. Can you give us a fairly close approximation of the total 
cost of inflation to defense during the fiscal year 1951, based on $48.2 
billion as the total cost of the military organization during fiscal 1951? 

Mr. Loverr. I cannot do that in my head, but I believe we can get 
you a reasonable estimate and put it in the record. 

Mr. Sixes. Please do that for 1951 and 1952. I would like an 
anticipated figure for 1952. 

Mr. Loverr. We will not have statistics to go on in 1952, Mr. Sikes. 

Mr. Srxes. Then get me the 1951 figures. 

Mr. Loverr. We can give you 1951, and then you can apply a per- 
centage to that. 

Mr. Sixes. All right. 

(The following information was submitted for the record.) 

Approximately $3.5 billion. 

SMALL BUSINESS 


Mr. Srkes. I want to talk about small business, with someone. 
Should I discuss it with you or with someone else ? 

Mr. Loverr. I think Chairman Small of the Munitions Board will 
be a better witness. 

Mr. SrKes. Is he going to be before us, Mr. Chairman ? 

Mr. Loverr. He will come at your request, sir. 

Mr. Srxes. Are we going to have Mr. Small, to talk about small 
business ¢ 

Mr. Manon. Yes; I think we should have him. 


Ratio or Compat PERSONNEL TO Support PerRsoNNEL 


Mr. Sixes. There has been recent publicity about the unusually 
heavy requirement of the Armed Forces for supply and maintenance, 
and the statement has been made that only 3 out of 10 people in our 
Armed Forces are in combat units, the rest of them being required 
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in support or supply; and that 9 out of 10 Communists are in combat 
units. We know that we insist on comforts that no other nation 
gives to its people in their armed services, but on a number of oc- 
casions we have been told that an effort is being made to cut down 
on the number of percentage of people required in support services 
in our own forces. Are we making any progress in those efforts? 

Mr. Loverr. My understanding is that we are, Mr. Sikes. The 
problem increases, of course, as the mileage of the logistic lines in- 
creases. That is, it takes more men on a 10,000-mile run than it does 
in a 5,000-mile run. I believe that it runs in the order of a little over 
4 or combat to 6 of support and supply; because in that support 
there are things which the other countries include in their civilian 
support. 

Mr. Sixes. That is 4 out of 10 instead of 3 out of 10? 

Mr. Loverr. Yes, sir. I think it is 4 plus out of 10. I believe the 
Marine Corps is around 52 and we are around 58 to 60 out of 100. 

Admiral Horwoop. An average of about 55 percent. 

Mr. Loverr. And I think the Army, with its logistics and other 
things, runs about 60 percent. 

Mr. Sixes. Can you give us specific examples of improvement of 
that ratio, or will that have to wait? 

Mr. Loverr. I think the Army representative can give it to you in 
better detail, but I can, I think, reply in part to the statement about 
Communist combat units. 


DIVISION SLICE 


The two cases are really not comparable. There has been a mono- 
graph prepared on the so-called division slice by General Ogden. 
It has been declassified and I think it might well be made available 
to the committee. I will ask Mr. Garlock to send you a copy, Mr. 
Sikes, so that you can decide. 

Mr. Sixes. Yes; I would like to see it. 

(The monograph referred to follows :) 


DIVISION SLICE MONOGRAPH 


1. The division slice is a calculating device used by staff officers which sig- 
nifies the strength of a specific force divided by the number of combat divisions 
contained in the force. It is used primarily as a yardstick for comparing one 
force with another force in a similar situation. It must be used with caution, 
especially when the “similar situation” is doubtful. 

2. By using the division slice yardstick it is noted that although a theater 
division slice is now 22 percent larger than that of World War II, firepower 
and fighting strength have increased 50 and 33 percent respectively. 

3. The Army-wide division slice is broken down into four main components, 
i. e., division, combat support units, line of communications units, and zone of 
interior personnel. Combat units which are in the first two categories above 
contain 6 percent of the total slice. 

4. It was illustrated in World War II that increasing the number of divisions 
out of proportion to the other components of the division slice, only resulted in 
the divisions sitting idle while the rest of the balanced force was built up. 

5. Almost 25 percent of the division slice is composed of personnel in the zone 
of the interior. This figure is primarily influenced by sick and wounded and 
length of service. If the present period of service is fixed by Congress at 21 
months, almost one-third (6/21) of a man’s service is spent in the zone of the 
interior category receiving basic training and traveling to and from the overseas 
theater. With a longer period of service, the percentage of the division slice 
noneffective in the zone of the interior would be considerably decreased. 
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©; The Russians reduce their division slice by: 

(a) Less training prior to joining combat units; 

(b) Longer periods of service; 

(c) Less medical care (resulting in greater combat losses, killed and 
~wounded) ; 

(d@) Shorter lines of communication ; 

(e) Greater use of civiilan labor ; 

(f) Antiaircraft artillery manned by civilians or soldiers on a part-time basis 
in the U. S. S. R. zone of interior ; 

(9) Smaller divisions ; 

(h) Designating combat support units and line of communications units as 
divisions. 

7. Actually if we reduced the comparison of the United States and Russian 
division slices to a common denominator, the difference between the sizes of the 
two division slices would not be as great as commonly believed. 


THE DIVISION SLICE 


1. The division slice is a calculating device used by staff officers to determine 
the balance of a force designed to achieve a given result. It has no fixed mean- 
ing. As used it signifies the strength of a specific force divided by the number 
of combat divisions contained within the force. It must be used with great cau- 
tion for it may lead to erroneous or even ridiculous conclusions since many 
forces contain no divisions at all and divisions are not the only combat forces. 
They are only the central organizations in large forces. 

2. There are times, however, when the “division slice” is a useful instruc- 
ment. The basic force around which we prepare estimates of troop require- 
ments is a “type field Army.” This is a standard force, designed by our best 
experts, based on their experience, which serves as the basis for designing a 
large force operating under average or typical conditions. It can be modified 
up or down to fit specific situations. In designing a new force in the specific 
geographic situation determined for its mission, experience tables will give 
the requirements for the line of communications. The division slice will then 
produce a yardstick to compare this force with others used in similar situa- 
tions and we can start a trimming or building-up process. 

3. The following is given as an example of where the division slice can 
be usefully employed as a yardstick. 

(a) The strength of the World War II division was 13,500. 

(b) The strength of the modern division is 18,000. 

(c) Firepower has been increased 50 percent. 

4. A typical field army will give a division slice for a typical combat zone in 
a large theater of 36,000. This compares favorably with World War II and 
previous experience. If we set this- force down in a specific geographical situa- 
tion with a 1,500-mile line of communications it will require in the communi- 
cations zone, 11,400 service troops for each division in action or 14,000 per di- 
vision when training, transients, patients and antiaircraft are added. This is 
a lower proportion than in World War II, yet it must carry a considerably heay- 
ier load. It establishes a theater division slice of 50,000 men. 


5. Let us see how this compares to World War II experience, under similar 
conditions: 
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Using this yardstick it becomes evident that a theater division slice has been 
held to a 22-percent increase compared to World War II, yet firepower and fight- 
ing strength have been increased 50 and 33 percent respectively, and a much 
larger proportion of our strength is in the combat zones. 

6. Entire theaters of operation, however, have been organized and manned 
by large United States Army forces which did not contain a single combat divi- 
sion. And yet successful campaigns have been conducted therein. Such a theater 
was the China-Burma-India theater in World War II. The Persian Gulf Com- 
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mand, the Middle East Supply Centers, the Caribbean Defense Command, and 
many others all had combat capabilities yet contained no divisions at all. Even 
in the present peacetime troop basis of the Army there are five such theaters out 
of seven An over-all Army division slice would be arrived at by dividing the 
troop strength of the United States and seven overseas theaters by the divisions 
contained in the United States and two theaters. It is not clear what useful 
result is thereby achieved. 

7. Included in the Army-wide division slice is the amount of antiaircraft 
artillery required to protect atomic energy installations,. strategic bombing 
facilities, a few key industrial producing areas and the basic installations in 
Seven overseas theaters. Whether or not antiaircraft artillery is necessary and a 
wise investment is best determined by noting the fact that our most probable 
future enemy and all of our past enemies have invested a large portion of their 
essential resources in the same type of equipment that we have and for exactly 
the same purposes. The strongest endorsement for our plans is given by the 
pains to which our most dangerous enemy has gone to steal our plans and 
pirate our methods. Realizing, however, that when we have gained definite 
command of the air, we will be able to reduce the amount of antiaircraft pro- 
tection, the rear area antiaircraft organizations are now convertible into field 
artillery units by a simple process of reequipping. When our Air Forces give 
us sufficient assurance of security the entire antiaircraft force will be so con- 
verted and an equivalent strength in field artillery saved for other purposes. 

8. Since, also, the Russian antiaircraft artillery within the U. S. S. R. is to 
some extent manned by part-time personnel not ordinarily included in their 
army strength one should, therefore, exclude antiaircraft from any calculation 
of division slices, when comparing United States and Russian armies. 

9. For specific forces the Army-wide division slice is usually broken down 
into four components. The divisions themselves, combat units which support 
divisions, service units on the line of communications, and personnel in the 
zone of the interior. The combat units are all contained within the first two 
categories. Normally this will exceed 50 percent of the over-all total. The 
ratio between divisions and combat support is arrived at by the experience and 
advice of all the combat commanders of World War II. This is only the initial 
estimate of forces. As operations progress, this estimate is adjusted to the 
true requirements as established by the experience of the theater commander 
responsible for success in battle. The Army General Staff fills his requests 
for particular types of units from those held in reserve. If the demand for 
specific types of units is heavier or lighter than anticipated, the later phases 
of mobilization are adjusted to conform. Obviously, the battlefield commander is 
the best judge of the proportions of his force allocated to divisions, supporting 
artillery, supporting armor, reconnaissance forces, engineers, signal communica- 
tions, etc. We only keep successful commanders and try to give them what they 
will want as far as lies within our power. The troop list in our mobilization 
plans is an estimate of what they will require. 

10. The 25 percent of our strength contained in service support units is again 
an estimate of what will be required. Service support is something which must 
be provided ; otherwise, the fighting man cannot fight. He must be transported 
to the battlefield, ports must be operated, facilities must be constructed, signal 
communications must be installed and operated, sick and wounded cared for, 
supplies must be stored and delivered. None of these things is non- 
essential. If they are not done by organizations provided for the purpose, they 
must be done by the combat forces themselves—always at great sacrifices of 
efficiency and combat effectiveness. Again, the presently planned forces are 
an estimate of requirements. We keep our estimates low and will adjust them 
when faced with the combat situation which our Government gives us. I cite 
the followng figures to indicate that our current plans give us a greater per- 
centage of combat potential than we were ever able to achieve in World War II. 
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The longer our lines of communication, the greater the amount of service sup- 
port required. In this war we will start with and maintain forces with lines of 
communication extended to the maximum they ever reached in World War II. 
We can save service support troops. by shortening our lines of communication, 
but this scarcely seems the most expedient way of raising more divisions. Were 
we to fight a war on the boundaries of our own territory, we would save the 
troops on our line of communications and be able to produce more divisions as 
a consequence. Our opponent in this war is more favorably placed in this 
respect and consequently can place a larger proportion of his force in divisions, 
It should be a national resolve that our relative positions shall never be reversed. 

11. In World War II there was the same clamor from impatient warriors and 
armchair strategists for more divisions immediately, and we did rapidly organize 
more divisions and then an angry revolt occurred when many of these combat 
ready divisions were kept idle and useless for months and even years while we 
repaired the balance of our forces. 

12. The size of the fourth category of the division slice, personnel in the zone 
of the interior, is determined by factors almost wholly beyond the Army’s control. 
We can only estimate what. it will be. In World War II it comprised approxi- 
mately 25 percent of the over-all division slice. Here are the items included 
therein and the factors that affect them. 

(a) Personnel in training is determined by two factors: Battle-loss replace- 
ments and length of service. 

(v) Four months training are required for every man before he can be assigned 
as a replacement and, if he be assigned overseas, 2 months must be added for 
going and coming. If Congress fixes the period of service at 21 months, this 
required that six twenty-firsts of the strength of our oversease forces and four 
twenty-firsts of our domestic forces must be replacements in training. To this 
must be added a further increment for replacement of battle losses, if any. With 
a 21-month period of service, these noneffectives would exceed 25 percent of the 
Army; with a longer period of service it will be much less. The sick and 
wounded in hospitals are also carried in this figure since they are not charged 
against the strength of any unit. This figure alone will approximate 2% to 8 
percent. There are also other transients who are charged into this figure. 
When all of these are added together the remainder, which includes the over- 
head of the Army, its training and command installations, ports, and miscella- 
neous, is a very small fraction, which will not admit of much economy. 

13. The troop basis in the Army mobilization plans is determined by the tasks 
which the Army is given to perform and the numbers of each type of troop 
organization which long experience has indicated will be required to perform 
them. To this estimate we are definitely committed in the form of actually 
created troop units and cadres of troop units provided from Reserve components 
only for the first half of the mobilization troop list. The remainder is solely on 
paper, and adjustment for any miscalculation made evident by experience gained 
during the first year can readily be made without loss or hardship. 

14. Sudden changes in the mobilization troop basis to meet individual varying 
opinions will create only chaos and confusion both in training programs, instal- 
lation construction, and procurement. 

15. Recent press discussion has used the term “division slice” loosely, and 
comparisons have been made between quite different things. It has been said 
that the Russian ground forces of 2,500,000 men will produce 175 divisions, while 
our Army of 1,300,000 produces 18. Actually, their divisions are smaller than 
ours and their divisions are not kept up to authorized strength. Their strengths 
vary somewhere between 7,000 and 9,000, an average of 8,000. So if we multiply 
their apparent slice by the relative strengths of the United States and Russian 
divisions, that is, 18/8 they actually have a division slice of 34,000 which can 
be compared with our theater slice. Even so, this still leaves little service sup- 
port either within or without the division. No Army can function without this 
sort of organization, even with short lines of communication unless the maxi- 
mum use is made of forced labor, as the Russians do. Considering all the in- 
tangibles, our theater division slice of 50,000 is not so far apart from that of 
the Soviets. 

16. In order to keep its division slice down to a low figure the Russian does 
this: 

(a) Russian soldiers get little training prior to joining combat units. Ap- 
proximately 20 percent of our Army is constantly in training which must be 
completed prior to joining a combat unit. 

(b) The Russian soldier serves in the army for long periods. 
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(c) He doesn’t get much medical attention and a large proportion of the sick 
and wounded are allowed to die. We save the lives of 98% percent of all the 
men who reach the hospitals alive and they get there quickly. We carry sick 
and wounded on our rolls until they recover. 

(d) The Russians have short lines of communications, 

(e) They make extensive use of forced civilian labor. 

(f) Much Russian antiaircraft artillery is manned by part-time soldiers or 
civilians not counted in the total. 

17. The Russian division slice has been compared with that which obtains 
for us in a large oversea theater because then the figures are comparable but 
if we add to our theater division slice proportionate parts of the number of 
men which must be constantly in training because of a period of service fixed 
by law, the forces in theaters which contain no divisions, antiaircraft defense 
forces which may or may not remain in existence and the sick and wounded in 
hospitals as determined by combat conditions the division slice may go to 75,000 
or even 100,000. The increase depends upon accidental circumstances and the 
figure loses its significance. It is meaningless when we begin to make it carry 
the weight of forces whose justification has nothing to do with battlefield 
operation, or whose existence is transitory, or supporting establishments whose 
size is fixed by outside factors beyond the control of operational commanders. 

Mr. Lovetr. In the Soviets, there is not much difference between the 
discipline exercised by the state over the individual and the dis- 
cipline exercised by the state over the soldier. The soldier is gener- 
ally better fed and pre better clothes and better treatment, but his 
responsibility for obeying the orders of the Kremlin is no greater 
than that of the civilian. Also, women perfrom a very high percentage 
of the work. Consequently, when the Russian Army moves, certainly 
within its own territories or satellite territories, it moves supported 
by civilians in very considerable amounts, so that there is no accurate 
basis that I know of for comparison, any more than there is between 
a Russian division and an American division. 


FIRE POWER 


Mr. Sixes. Something was said this morning about the considerably 
higher fire power that our divisions have. I know we always like to 
think that we are superior to all others in weapons, gadgets, and 
gimmicks, but do our forces actually have greater fire power ? 

It has been brought out here that the Russian jet is about as good 
as ours, that the Russian tank is about as good as ours, and that the 
Red forces have a very high percentage of automatic weapons. Where 
does the extra fire power come from? Is there anyone here to answer 
that? 

Mr. Loverr. The Army, again, will be able to give you the detail. 
T can give you the broad answer. 

I will take the points up in reverse, if I may, sir. As to the Russian 
jets, the MIG—15’s, which we have run into in Korea, have a theoretical 

erformance of about equal, and perhaps a little superior, to our 

—80’s, and about equal to the F-84’s. 

(Discussion off the record.) 

Mr. Sixes. I do not want to spend too much time on this. A num- 
ber of other people want to query the witness. Suppose that you de- 
velop this answer in any degree of completeness you think can be 
developed, and let us have it off the record. 

Mr. Loverr. Yes, sir. 

(Information requested will be supplied the committee.) 
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Increase IN Number or Civinian PersonNEL 


Mr. Sixes. I want to go back to civilian personnel for just one 
question. Who is responsible in an over-all capacity for determining 
the level of civilian personnel in the Armed Services Establishment ? 

Mr. Loverr. In the over-all review it is Assistant Secretary of 
Defense, Mrs. Rosenberg. 

Mr. Sixes. Will we have an opportunity to discuss this matter? 
I read just a day or two ago that an additional 425,000 civilians were 
to be required by the Armed Forces during fiscal 1952. I do not 
know whether that is accurate or not. 

Mr. Loverr. No, sir; that is not accurate. 

Mr. Srxes. Do you know the correct figure ? 

Mr. Loverr. The budget for the regular operations of the Depart- 
ment of Defense provides for a total of approximately 1,253,000 posi- 
tions in fiscal year 1951 and for 1,493,000 positions in fiscal year 1952. 
To the above totals must be added approximately 100,000 positions in 
fiscal 1951 and 128,000 positions in fiscal 1952. These additional posi- 
tions are made available to the Department from other appropriations, 
such as those for the Army civil functions and the mutual defense 
assistance program, The total estimated positions which will be under 
the Department’s cognizance for fiscal 1951 is 1,353,000 with 1,621,000 
for fiscal year 1952, an increase of 268,000. 

In connection with estimates of civilian positions it must be kept 
in mind that the work load of production, overhaul and rebuild must 
be performed either in Government establishments or in privately 
operated establishments. 

A decision to increase the quantity of such work assigned to private 
establishments would reduce the personnel requirements of the De- 
partment but would not reduce the necessity for funds for such work. 

The stories carried in the press regarding an expansion of 450,000 
in employment for the Department apparently were derived by sub- 
tracting the number of employees in the Department on March 31, 
1951 (1,150,000) from the estimated number of budgeted positions 
under the cognizance of the Department (1,621,000) in the 1952 
budget. This difference is 469,000. 

In connection with the above estimates of positions it should be 
pointed out that the respective services and the Office of the Secretary 
of Defense are operating under a manpower ceiling control program. 
As noted above, it is estimated there will be a total of 1,253,000 posi- 
tions in fiscal 1951 while the current ceiling for the number of per- 
sonnel that can be employed in each of the services and the Office of 
the Secretary of Defense are shown in the following table: 


Department of the Gisgeeuiss ass ei ee 525, 000 
Department Of tine : Piri i ciicctpitice ce ctlicsi canst ti ete eae be a 460, 000 
Department ot: the Alm Tate. a es 260, 000 
Office of the Secretary of Defense... .. ..-- 2 .- 5 2, 000 

| FERRER RSE EE Goi ew Be BR RTS ae sees ee a eas tS es ee 1, 247, 000 


Mr. Srxrs. Since there has been so much controversy about wasted 
civilian employment, I think that if there is any appreciable build-up 
still anticipated that I for one would like to know for what it is going 
to be used and to know that it is absolutely necessary. 
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Mr. Manon. Mrs. Rosenberg on her own initiative called me as 
chairman of the subcommittee last week and expressed an interest in 
cooperating with us and giving any information which we might 
desire. I suggest that we accept her proffer of cooperation. 

Mr. Sixes. Very good. Then shall I leave this line of questioning 
until we hear her? 

Mr. Manon. Yes; I would. ' 

_ Mr. Sixes. Now, Mr. Secretary, I have just one or two other ques- 
tions. 

I want some information on the policy toward Reserves. Who in 
the same category would have the over-all responsibility ? 

Mr. Loverr. Mrs. Rosenberg can give you both of those. 

Mr. Stxes. Also on Reserves? 

Mr. Loverr. Yes, sir. I think she will be here shortly before some 
committee on that. 

Mr. Srxes. I just have two other minor questions. 


GRAVE MARKERS 


Who would have the responsibility for setting up the standards 
which are followed by our people in the Battle Monuments Commis- 
sion in overseas cemeteries, in the type of grave markers and other 
permanent improvements ? 

Mr. Loverr. There is a committee or group that does just that. 

Mr. Taser. That comes in the independent offices bill. 

Mr. WicecteswortH. The American Battle Monuments Commission. 

Mr. Srxes. I have heard a lot of criticism about the way money is 
being spent unnecessarily in that program, and I want to call it to 
somebody’s attention. 

Mr. Taper. Off the record. 

(Discussion off the record.) 

Mr. Sixes. I think that is all. 

Mr. Manon. Mr. Riley? 

Mr. Ritey. Mr. Secretary, I want to thank you for the very clear 
and frank statement you have given us. There are just one or two 
things that I would like to clear up. It may be that you would pre- 
fer to have someone else answer these. 


OUTPUT OF ALUMINUM, COPPER, AND TITANIUM 


Ts it practicable or feasible to increase the output of aluminum and 
copper to any appreciable extent? They both seem to be very critical. 

Mr. Loverr. es, sir. There is a substantial increase provided for 
inaluminum. It has been in a different appropriation. 

Mr. Taper. It was in the war agencies appropriation. 

Mr. Lovert. That is right. 

Mr. Taser. It involved about $400 million? 

Mr. Loverr. That is right, sir. That is true of both of those. 

Mr. Ritey. Is the same true of titanium ? 

Mr. Loverr. May I go off the record / 

Mr. Rizry. Yes. 

(Discussion off the record.) 

Mr. Srxes. May I ask a question there? 

Mr. Ritey. Yes. 
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Mr. Srees. Mr. Secretary, I have discussed with a number of peo- 
ple the possibility of setting up a pilot plant in this country to utilize 
our own resources of titanium and at the same time develop more 
economical means of its manufacture. Has consideration been given 
to establishing a pilot plant by our own Government, in order to get 
into what may be a very importunt field? 

Mr. Loverr. Yes, sir. 

(Discussion off the record.) 


AMORTIZATION OF Emergency Facrurries 


Mr. Ritey. To what extent do we have to subsidize—and I may 
be using the wrong word—industry in the increase of these critical 
materials ? 

Mr. Loverr. Where the shortage material is of a sort where we can 
get the raw ore, for example, as in aluminum and copper and some 
of the others, the percentage of governmental assistance through the 
construction of plants is relatively small. Where we have to go out 
after unusual shove we have to do a far greater amount, Mr. Riley. 
The aluminum increase comes at this time in part from private funds 
and in part from Government funds. 

Mr. Ritey. I understand that certificates of necessity are used to 
amortize these new plants over a period of 5 years. Does that take 
care of the situation largely, or do you have to implement these with 
actual funds? 

Mr. Loverr. That is adequate in some cases, where a company is 
large. In those fields where the company does not have the borrow- 
ing power or available capital we have to supplement it. The sub- 
ject of adequacy of both the amortization principle and the certifi- 
cate is up before a committee of the House, I think, of which Mr. 
Porter Hardy is chairman. It is a frightfully complicated one. The 
Department and the other agencies have been sitting in on it as to 
procedures. 

I mention it, Mr. Riley, only because it is virtually impossible to 
give a single line answer to whether the present system is adequate. 
It will be adequate for Companies A, B, and C on a declining scale, 
and when we get to D it will not be adequate and the Government 
will have to step in with some actual facilities in order to get the 
amount we want at the time we want it. 

Mr. Rizey. Where you have to make direct grants or give aid to 
these companies, is there any protection that the Government might 
have on any recovery after this emergency is over? 

j _ Loverr. Well, it usually takes the form of a Government-owned 
acility. 

Mr. Rrury. I see. Mr. Chairman, that is all I have. Thank you 
very much, sir. 

(The following statement was submitted subsequently :) 


STATEMENTS ON PROBLEMS SURROUNDING THE PROGRAM FOR AMORTIZATION 
OF EMERGENCY FACILITIES 


The establishment of the program for amortization of emergency facilities in 
the Revenue Act of 1950 is not solely of significance from a tax standpoint. It 
is also important in its relation to pricing of production for defense from the 
facilities subject to amortization. Pricing policy is of concern both in case 
of direct military end-use items on which prices are separately negotiated for 
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every contract, and in case of standard commodities which are subject to 

price control. Pricing policy involves both initial pricing under fixed-price or 

cost-reimbursement-type contracts, and retroactive repricing in the renegotiation 
rocess. 

. The amortization program is of great importance, as an incentive, in the expan- 

sion of industrial facilities through the use of private capital, as contrasted with 

expansion through Government investment in facilities furnished to contractors. 

Because of the manifold aspects of the amortization program there are several 
difficult problems surrounding it; there has been much confusion regarding the 
solution of these problems. 

Major problems, stated as questions, are as follows: 

1. Should the amounts covered by certificates of necessity entitling the 
holders to the amortization privilege for tax purposes include the full cost 
of the facilities in every instance, or should the amount certified in each 
ease be that portion of the cost estimated in that specific case to be applicable 
to the emergency period of 5 years in consideration of the postemergency 
usefulness of the facilities? 

2. Should amortization be allowed in full as a cost in the determination 
of product prices, or should only so-called normal depreciation be allowed 
as a cost in determining product price? 

3. Should a different pricing policy be established for purposes of initial 
product pricing than for purposes of determining through the renegotiation 
process, the reasonableness of a contractor's profit on Government business 
and the recovery of excessive profits? 

4. Should the special amortization privilege be used almost exclusively 
as a means of providing incentives to contractors to furnish facilities for 
defense production, or should an alternative be adopted in some instances 
of financing such facilities through Government investment? 

5. If it be granted that mistakes may be made in the certification of the 
portion of facilities’ costs to be certified for amortization purposes, should 
the pricing authorities responsible for initial pricing or repricing in re- 
negotiation be required to second-guess the certifying authority and correct 
possible errors in judgment through the pricing or repricing process? 

The intent of Congress is not entirely clear on most of these points. The only 
definite guide to the solution of these problems through statutes are the 
following: 

1. As provided by the Revenue Act of 1950, the costs of emergency facilities 
covered by certificates of necessity may be amortized by taxpayers over a 
period of 5 years in determining income for tax purposes. 

2. As provided by the Renegotiation Act of 1951, contractors must be 
allowed full amortization as a cost of Government business subject to re- 
negotiation for the purpose of repricing the contractor’s aggregate renego- 
tiable business, if profits are deemed to be excessive. 

While the tax statute authorizing the amortization program was copied from 
a similar statute applicable during World War II, these problems were not 
solved satisfactorily during World War II when great confusion existed in 
connection with some of these problems. Moreover, certain changes in the 
administration of this program during the present emergency have occurred, 
namely : 

1. In the issuance of regulations covering certificates of necessity, the 
National Security Resources Board interpreted the tax statute to require that 
certificates should cover only the portion of the cost of facilities deemed 
applicable to the emergency period of 5 years, as well as in the interest of 
national defense. During most of World War II, these certificates were 
issued for 100 percent of cost. 

2. The policy has been adopted in the present emergency not to furnish 
Government-owned facilities to contractors if it can possibly be avoided 
through the use of the amortization program as an incentive for private 
investment. 

3. The facilities problem in the present emergency is different than in 
World War II. At that time there was all-out production for the war with 
drastic elimination or reduction of production of civilian goods. In this 
emergency there is an attempt to maintain production of all civilian goods 
and to increase productive facilities to cover the needs of national defense. 
This has resulted in adoption of the principle that all increased production 
of basic commodities and durable goods required for national defense is 
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in the interest of national defense rather than constituting in part an in- 
crease for the benefit of the civilian economy, 

4. There is also a current policy of widening the base for industrial pro- 
duction in the event of all-out mobilization. This requires giving incentives 
to additional contractors to finance facilities to provide for their participa- 
tion in emergency production. 

A starting point in the analysis of these problems is a firm ‘decision regarding 
the nature of the incentive provided to contractors and taxpayers for investing in 
emergency facilities under the amortization program. There are only two posi- 
tions possible on this question, namely : 

1. The incentive is only in the nature of a tax reduction during the 
emergency period. This means that if the facilities continue to be used 
after the emergency period, depreciation deductions for tax purposes will 
be reduced then and taxes increased, so that the aggregate taxes in event 
of use of the facilities over a normal lifetime will not be affected except 
by change in tax rates between the emergency period and the post- 
emergency period or by reduction of taxable income in the postemergency 
period. 

2. The real incentive provided by the amortization program is the re- 
covery by contractors, through prices of their products, of the full amount 
covered by certificates of necessity. In this connection the tax provisions 
of the statutes are merely to insure that the same basis of allowance in 
amortization will be recognized for tax purposes as is required for pricing 
purposes. 

In discussing the two possible positions on the theory of the incentive for 
amortization, it is necessary to understand what the contractor will recover on 
the cost of emergency facilities during the emergency period under each theory. 

If a contractor is to recover a total sum during the emergency period equal 
to the portion of the cost covered by a certificate of necessity on emergency 
facilities, he must be allowed the full amortization as a cost in determining the 
price of the products from the facilities. This means that if 70 percent of the 
aggregate cost of the emergency facilities is certified as applicable to national 
defense during the emergency period of 5 years, the annual amortization of one- 
fifth thereof, or 14 percent must be recovered each year in the price of the prod- 
ucts of the facilities. 

There has been a prevalent fallacy that allowance of amortization in product 
costing for pricing purposes amounts to a duplication of allowance of the item 
as a cost, because it is also allowed in determining taxable income. This is un- 
true; there is no duplication. Actually the allowance of a tax deduction equal 
to amortization allowed in price merely results in a contractor receiving exactly 
100 percent of the amount of amortization recovered through the product price. 

If, on the other hand, the opposite theory of the treatment of amortization in 
product pricing is folewed (i. e., that the contractor will be allowed in pricing 
only so-called normal depreciation equivalent to rates set forth in Bulletin F of 
the Bureau of Internai Revenue), the contractor will recover less than the amount 
certified in certificates of necessity. For example, in the case of a building for 
which 70 percent of the aggregate cost is certified as applicable to the 5-year 
period, a contractor will recover in 5 years only 48 percent of the full building 
cost through both prices and tax savings, assuming he realizes maximum tax 
savings of 62 percent. In the case of machine tools certified for 70 percent of 
aggregate cost, a contractor will recover through both price and taxes in 5 years 
an amount of 57 perceni of the full cost of the machine tools under the same tax 
assumption. 

The arithmetic of computing the total recovery during 5 years through both 
prices and taxes, if prices include only normal depreciation, is as follows: 


Normal depreciation included in price, plus (tax rate) X (excess of amor- 
tization over normal depreciation). 


Thus, for every doliar of the excess of amortization over normal depreciation 
lost as a part of the tax base of his facilities (through the tax deduction during 
the emergency period), the contractor only recovers the portion represented by 
the tax rate. At present this maximum amount is 62 percent. 

A graphic illustration of contractors’ recoveries under these alternatives is set 
forth in a chart attached, based upon an assumed maximum tax rate of 62 per- 
cent. However, there are other cases in which a contractor may have tax say- 
ings equal to only the excess profits tax rate of 30 percent, or to the normal tax 
rate of 47 percent, in which case his recovery will be correspondingly reduced; 





40 


and there are some few cases in which a contractor does not even have sufficient 
tax income to realize any tax savings. 

If a contractor realizes only the tax benefit and does not recover his full amor- 
tization through the pricing process, he would have a substantial investment in 
faciliites at the end of the emergency period. Even if he had a certificate of 
necessity for 100 percent of the cost of his facilities, he would still have a net 
investment to recover at the end of the 5-year period equal to approximately one- 
third of the cost of buildings and one-quarter of the cost of machine tools. If 
it be assumed that the contractor has continuing use for the facilities in the 
postemergency period and that the contractor will realize normal depreciation 
as a part of the price of his products in the postemergency period, he will recover 
then only a net amount equal to 38 percent of such depreciation at present tax 
rates, because he will bave no deduction for depreciation then. This would re- 
quire such recoveries for the entire normal life of the facilities in order to pay 
out the remainder of the cost in full. This would not fit the assumption that 
the facilities would have no postemergency use and it would, therefore, be im- 
possible to induce a contractor to furnish facilities on a certificate of 100 percent 
in this case. 

Upon the basis of this understanding of the arithmetic of amortization, it may 
be appreciated that a contractor cannot afford to invest his funds in emergency 
facilities under certificates of necessity if there is a great risk that the facilities 
will not have a postemergency use, unless he is given a recovery of a substantial 
portion of cost of the facilities through allowance of full amortization in pric- 
ing during the emergency period. If the contractor estimates a reasonable 
probable use for the facilities for at least a few years after the emergency period, 
and he is allowed only normal depreciation in pricing, he must make his calcu- 
lations of recovery on a discounted basis from the portion of the cost of facili- 
ties to be certified; this means he must ask for a higher percentage of certifica- 
tion, if that is possible within a 100 percent limit. 

It should, therefore, be apparent that the straightforward, direct method of 
negotiation between Government and contractor is to permit recovery of full 
amortization, through the price, in order that the assumed recovery by the con- 
tractor during the emergency period will be exactly equal to the portion of the 
cost certified, and to determine the portion of the cost to be certified on that 
basis without increase for the tax discount. 

The contractor’s risk of loss in investing in emergency facilities under certifi- 
cates of necessity is not confined to the post emergency use for the facilities. 
There is some risk, especially where products are direct military end items, that 
contracts for production may not continue for the entire emergency period of 5 
years, and there is no provision for reimbursing the contractor for any portion 
of his loss if the emergency period is shortened. In World War II, both the 
renegotiation and tax statutes provided for refunds to the contractor of both 
taxes and excessive profits previously paid by the contractor in renegotiation, 
based upon revision of amortization over the shortened period. By declaration 
of the President the World War II emergency period was shortened. 

It was also provided by statute in World War II for the shortening of the 
amortization period in any specific case where the emergency use for specific 
facilities terminated, as evidenced by a certificate of nonnecessity. In our 
opinion, it would be desirable to again provide for possible shortening of the 
amortization period in order to reduce contractors’ risks, and thus make pos- 
sible a further reduction in the percentage of the cost of facilities to be certified 
in many cases. 

The present provision in the regulations for certifying only the portion of the 
cost applicable to the emergency period, with exclusion of the estimated amount 
applicable to the postemergency use, is a new policy, except that during the latter 
part of World War II the War Production Board issued certain certificates of 
necessity at a reduced amount, and thus established a precedent. Now, if it 
be assumed that the certificates of necessity being issued do in fact exclude the 
estimated residual value of the facilities after the emergency period, there can 
be little argument with the theory that amortization should be recognized as 
an actual product cost. Indeed, it may be contended that without this theory of 
full cost recovery of amortization there is no point in the certification of only 
a portion of the cost of the facilities. If only normal depreciation were recovered 
as an element of cost in product pricing, the only problem between the Govern- 
ment and the contractor is the fiscal periods of tax impact. Any tax savings 
now would amount to only a deferred tax to be recovered after the emergency 
period by higher taxes than would otherwise be received. 
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It must be recognized that the problem of estimating the degree of usefulness 
of facilities after an emergency period of five years is a very difficult one. The 
answers can never be exact, and therefore may always be subject to challenge. 

It should be recognized that the process of certifying the cost of facilities for 
the amortization privilege is in the nature of a contractual arrangement for the 
mutual interest of the Government and the contractor. In our opinion, it should 
also be considered that each case is a matter for negotiation in which each of 
the parties is protecting his own interest. Usually the contractor may be as- 
sumed to have knowledge superior to the facts available to the certifying au- 
thority. The certifying authority is faced with the problem of obtaining the 
contractor’s agreement to furnish the facilities at the lowest possible cost to 
the Government, and the contractor is faced with the problem of obtaining the 
best possible certification that will reduce his risk to a minimum in the invest- 
ment in facilities for defense as well as postemergency use. It also may be as- 
sumed that no contractor would be willing to invest his own funds in emergency 
facilities unless he has some prospective postemergency use for the facilities. 
However, if he is required to take a great risk, it follows that there will likely 
be more gains than losses to contractors from the arrangement; this means that 
the future would likely disclose by hindsight that cost certifications had been 
issued for a larger portion of the cost than required to protect the contractor— 
but this would be an inevitable part of the cost of the program. 

It is realized that the problem of certificates of necessity for basic industries 
is somewhat different than the problem of certificates of necessity for special 
facilities to be used for production of direct military end items. In the case of 
basic commodities there is a substantial question of treating all competitors 
in the same industry on an equal basis. This problem is not relatively as sig- 
nificant in the case of manufacturers of such military end items as aircraft and 
tanks, although the same problem does exist to a degree. There exists a com- 
parable pricing problem for basic commodities and other products for which 
prices are controlled, and the policy on this subject will be faced in due course 
by the Economie Stabilization Administration. 

It may be questioned whether it has been a wise policy in this emergency to 
eliminate furnishing Government-owned facilities to contractors, especially in 
those cases where there is little prospect of usefulness of facilities to contractors 
after the emergency period. In fact, the tool of Government-furnished facilities 
would be absolutely essential to obtain production under new facilities in many 
cases, if contractors are not to be allowed recovery of full amortization as a 
cost in the determination of product prices... Moreover, it may be questioned 
whether the certifying authority can conduct a reasonable negotiation with 
contractors without the alternative tool of Government-owned facilities to fall 
back upon if the contractor demands that too large a portion of costs of facilities 
be certified. 

Turning now to renegotiation, it is assumed that everybody understands that 
renegotiation is a repricing process and not a tax measure. The process of de- 
termining the total allowable sales revenue to a contractor on his total renegoti- 
able business is very much similar to the process of negotiating an initial price 
with a contractor on an individual contract, except that renegotiation is on an 
over-all basis. Renegotiation is also conducted after completion of production on 
the basis of historical costs, but there also are many contracts which are initially 
priced on the historical basis; i. e., the types known as cost-reimbursement-type 
contracts and those containing price-redetermination clauses. 

In establishing the repricing principle, through the Renegotiation Act of 1951, 
that full amortization shall be allowed as a cost of renegotiable business of con- 
tractors, it should be realized that the Congress has established a pricing policy 
relative to amortization of emergency facilities. Yet there are some indications 
that many do not understand this to be the case. This undoubtedly results from 
their failure to fully understand the nature of renegotiation. 

If the Congress were to hold that the incentive nature of the amortization 
program is only a tax benefit and not a price incentive measure, it should change 
the Renegotiation Act to require that only normal denreciation shall be allowed 
as a cost of renegotiable business in the renegotiation process, thus making the 
repricing policy consistent with the desired policy on the initial pricing of con- 
tracts. To have a contrary pricing policy, as between initial pricing and re- 
pricing, would in effect amount to double talk. 

Moreover, to have a different policy for initial pricing would provide a positive 
incentive to contractors to pad their cost estimates for the purpose of initial 
pricing of negotiated fixed-price contracts, in order that their aggregate prices 
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might be in line ultimately with the costs and profits which would subsequently 
be allowed them by the Renegotiation Board. Indeed the operation of this in- 
centive would actually nullify through renegotiation, in ‘the case of all large con- 
tractors having substantial profits, any policy that would reduce the initial pricing 
allowance for the use of facilities to normal depreciation. 

It is realized that many people are afraid that in some instances certificates 
of necessity may be issued by the certifying authority in an excessive amount 
and, in their opinion, it might be wise to provide some method of correcting the 
amortization allowances, assuming that amortization is to be allowed as a product 
cost for pricing purposes in both initial pricing and renegotiation. These persons 
would ask that the contracting officers or the renegotiation officials, as the case 
might be, reduce the amounts of amortization allowable in pricing or repricing 
based upon their judgment of the portion of the cost of the facilities that should 
have been certified by the certifying authority. Let us consider the significance 
of such second guessing. 

From the standpoint of the contractor any renegotiation of the amounts of 
certificates of necessity, either in initial pricing or under statutory renegotiation, 
would amount to upsetting the agreement under which they undertook to furnish 
facilities for defense production by investment of their own funds. This is not 
equivalent to redetermination of a profit through the renegotiation process 
(which would always leave the contractor with some profit), but might in the 
contractor’s mind at the time actually lead him into a loss if the postemergency 
utilization of the facilities is considered. The risk that a contractor might 
sustain, under such a contingency of revising his certificates, might be great 
enough to destroy the incentive nature of the whole amortization program and 
cause it to fall fiat. 

In our opinion it would be unwise to upset certifications except in case of 
fraud or gross error on the part of contractors in representing facts relative to 
the conditions and prospects under which emergency facilities were being 
acquired under certificates of necessity. However, we believe both the procure- 
ment officials and the renegotiation agency should have the right and duty to 
revise the amortization allowable for pricing purposes in those unusual cases 
where it is evident that the certification was excessive. 

In conclusion, therefore, it is our recommendation that: 

1. The new principle of certifying only that portion of the cost of emer- 
gency facilities applicable to the emergency period should be retained. This 
principle requires exclusion from certification of estimated residual value 
of facilities at the end of the emergency. 

2. Amortization should be allowed in full as a cost in product pricing for 
initial product pricing as well as in repricing under the renegotiation proc- 
ess, as required by statute, and as a matter of consistency with the principle 
of partial certification. There should also be consistency between the poli- 
cies for initial pricing and repricing. 

3. Certifications of costs of facilities for amortization should be binding 
on the agencies responsible for procurement for pricing purposes, as well 
as provided by law, on the renegotiation agency for product repricing pur- 
poses, and on the Bureau of Internal Revenue for tax purposes, although 
provision should be made for revision of certifications where gross fraud 
or error is subsequently found by the agencies responsible for procurement 
and renegotiation. 

4. The policy of furnishing Government-owned property to contractors 
should be reinstituted for use in those cases where it would be more econom- 
ical or desirable than issuing certificates of necessity. It also should be 
useful as a negotiating tool in obtaining contractors’ agreements to reduced 
certifications of facilities costs for amortization. 

It should be recognized that the adoption of the principle of partial certifica- 
tion provides the means for elimination of World War II abuses of the facilities— 
amortization program. Primary attention should be focused on this principle 
and its administration. 

The alternative between the amortization program and the program for Gov- 
ernment-furnished facilities should also be recognized. Because, experience 
shows that when Government-furnished facilities are sold after an emergency 
they will bring only about 10 percent to 50 percent of cost, it is immediately 
apparent that this costs the Government from 50 percent to 90 percent of the 
aggregate cost of the facilities, let alone increased administrative expenses of 
handling the program and disposing of the facilities. 
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CAPACITY TO PUT INTO OPERATION THE 1952 PROGRAM 


Mr. Manon. I take it from the responses which you have given 
to some of the questions that have been asked, Mr. Lovett, that we 
have the capacity to put into operation the proposed military pro- 
gram, the $60 billion program. 

Mr. Loverr. We do not have the capacity ; we will get the capacity 
with these funds. 

Mr. Manon. But we have or can get the raw materials out of 
which this program must be forged ? 

Mr. Loverr. Yes, sir. Not without some discomfort to the public 
in many of the items. 

Mr. Manon. Yes. 

Mr. Loverr. On certain alloys we will unquestionably have to 
use substitutes. 

Mr. Manon. Yes. Mr. Taber? 


Cost or Korean Compat Losses 


Mr. Taser. I am wondering a little bit about this statement that 
appears on page 6 of your prepared statement which was given us: 
And to request that the Congress at a later date supply such funds as may be 


required to replace the material and supplies that may have been expended 
in combat. : 


I am wondering about what that means in dollars. Have you any 
idea ¢ 

Mr. Loverr. We have no accurate idea, Mr. Taber, because we 
cannot agree as to how to apply the costing of it. If, for example, 
we have to fly with these air groups a certain number of hours anyway, 
and the Korean use does not increase those hours materially, some 
accountants take the position that we might reasonably conclude that 
we would have to spend that money anyway, and, therefore, it should 
not be charged to Korea. 

The same thing is true with foodstuffs and with certain other soft 
items. We have certain types of equipment which will be obsoleted 
by our new equipment next year, next fiscal year, and the argument 
we are having is as to what is an appropriate fair charge to Korea. 
We have not yet been able to come to an agreement within the Depart- 
ment. We are still exploring the problem. 

We are trying to get some formula that we can apply which will 
measure the difference between the combat rate and the peacetime 
rate. The order of magnitude, Mr. Taber, we have not yet reached 
an agreement on. We are still trying to do so. 


ARMY ORDNANCE 


Mr. Taner. The budget estimate on ordnance for the Army is 
$8,616,000,000. Of course, that would include tanks and the other 
combat. vehicles ? 

Mr. Loverr. Yes, sir. And ammunition. 

Mr. Taser. And ammunition? 

Mr. Loverr. Yes, sir. 

Mr. Taser. I would assume the ammunition was expended. I do not 
know whether you would be prepared to tell us something about what 
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those expenditures were in the period since the first of July or not 
for those normally expendable items. That is, the ammunition an 
something as to the nature of the losses by attrition, and so forth. 
Should we go into that in detail ? 

Mr. Loverr. The three services, I think, Mr. Taber, can give you a 
more accurate answer on that. . 

Mr. Taser. All right. I will leave that, then. 

I do not have very much that I care to go into at the moment, except 
that there are one or two things here that rather upset me a little. 


PETROLEUM PRODUCTION 


This morning there was asked what the Russian and Rumania and 
Russian-controlled production of petroleum was, and we were given 
a figure of 787,000, and this afternoon we were given a figure of 873,000 
barrels a day. I do not know, but I am wondering about that. 

Mr. Loverr. Two different years, Mr. Taber. 

Mr. Taner. Is that it? 

Mr. Loverr. Yes. One was 1949 and one was 1950. I do not know 
the accuracy of these figures. 

Mr. Taner. I appreciate that. 

Mr. Loverr. Off the record. 

(Discussion off the record. ) 


STEEL PRODUCTION IN THE UNITED STATES 


Mr. Taper. Now, the steel production in this country, according to 
the steel people, seems to be running on the basis of about, 20 percent 
above last year. I am wondering if the increase in steel production 
will take care of the percentage figure that you are proposing to take. 

Mr. Loverr. We hope so. We do not anticipate shortages in basis 


steel. The economy will feel it, but we do not anticipate serious 
shortages. 


PRODUCTIVE CAPACITY OF COPPER AND ALUMINUM IN THE UNITED STATES 


Mr. Taser. We had rather a surplus of copper production a year ago 
and the same thing with aluminum, and with the large NPA proposal 
with reference to increasing copper production in one way or another, 
those things should be pretty well covered, I think. The aluminum 
consumption a year ago was not anywhere near the capacity that we 
had available at the time. Aluminum was sort of a drug on the market. 
We should not be in such a bad way on that. 

Mr. Loverr. The ODM figures, with the new additional facilities 
provided, ought to see us through if they come in on schedule. 

The reason that I refer to those three is the fact that we take a 
fairly substantial proportion of the total national product on them, 
when the full program gets going. As compared to taking something 
less than 10 percent, we would be taking 36 percent by the end of the 
calendar year. 

Mr. Taper. If your production was only two-thirds used, there 
would not be so much of a jump in your productive capacity of last 
year. 
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Mr. Loverr. If that were a fact. I do not have the figures in mind. 
My charts do not show it. 

Mr. Taser. Do you know anything about this story that was in the 
paper this morning about the Red prisoners thinking that the war 
was going to be over in a few days? 

Mr. Loverr. No, sir; I have not seen that, Mr. Taber. 


Manirary Personne. STrENGTHS IN 1952 


Mr. WiccrxswortH. The President’s letter accompanying these re- 
quests indicates, as I understand it, that this appropriation contem- 
plates an over-all force as of June 30, 1952, of about 3,500,000 in 
addition to 2,000,000 in the Reserve and ROTC programs and the 
National Guard Establishment. 

My understanding is that the 3,500,000 breaks down roughly to 
about 1,500,000 for ~the Army and about 1,000,000 for each of the 
other two brances; is that about right ? 

Mr. Loverr. My recollection of the figure exclusive of cadets and 
midshipmen, is that the total authorized strength as of June 30, 
1952, will be 3,591,516 over-all, of which the Army has 1,550,000, the 
Navy 805,000, the Marine Corps 175,516. 

Mr. Taser. In addition to the Navy? 

Mr. Loverr. In addition. 

Mr. Taser. It is 206,000, 

Mr. Loverr. And the Air Force 1,061,000. 

You are correct, sir, the Marine Corps is over strength now and 
that was a necessary part of their build-up. 

Mr. Wiaetxesworru. If proper for the record, that over-all figure 
having been reached, and conditions not being worse than they are at 
this time, is my understanding correct that it is intended to more or 
less level off at that figure ? 

Mr. Loverr. That is my understanding, sir. If we are fortunate 
enough to avoid a substantial extension of the war, or getting into 
world war III, this is the force which the Joint Chiefs of Staff and 
the National Security Council feel to be the amount necessary to 
provide us with initial protection against disaster, and the base for a 
build-up. 

Mr. Wicetrsworrn. Of course, it would not be an adequate force 
in the event that general war should break out. Am I correct, how- 
ever, that it is the: opinion of the high command today that the force 
contemplated here is adequate for all purposes short of a general 
war, under existing conditions ? 

Mr. Loverr. That is correct. 


IncrREASE IN PrRopvucrive Capactry 


Mr. Wiccieswortu. When it comes to productive capacity, I under- 
stand what you are asking for contemplates, (@) what is mine | 
for procurement and maintenance of the force at the specified level, 
and (6) a certain excess of productive capacity which could be utilized 
in case of general war to step up production rapidly. 

Mr. Loverr. Yes, Mr. Wigglesworth. I think that we used the ex- 
pression “excess” incorrectly there. What it really is, in part, is the 
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substitution of a mobilization reserve through production facilities 
rather than through huge stockpiles. 

Mr. Wiceiesworru. It does contemplate, does it not, a material in- 
crease in productive capacity over and above what is needed for the 
forces that we have just been talking about. 

Mr. Loverr. That is correct. 

Mr. WiceLeswortu. Will that increase, assuming this program is 
substantially approved, be sufficient, as far as productive capacity 
is concerned, as of June 30, 1952, to provide what would probably 
be regarded necessary for a general war? 

Mr. Loverr. The capacity covered in the present program should 
be enough to provide the initial equipment for the troops and an ex- 
pandable base from which we could equip the divisions that are pres- 
ently a part of the National Guard, the Organized Reserves and so 
forth. In case of all-out war we would, in many categories, substan- 
tially increase production. 

Mr. Wiccteswortu. Production or productive capacity ¢ 

Mr. Loverr. Productive capacity; I beg your pardon. 

The production in this particular budget would carry us into the 
mobilization program and would provide the equipment for the full 
forces presently envisaged from this country. 

Mr. Wiccieswortu. When you say “presently envisaged” do you 
mean the 3,500,000 that we are talking about ¢ 

(Discussion off the record.) 

Mr. WiceLeswortu. Assume we knew that general war was goin 
to break out at the end of the fiscal year 1952, what percentage o 
the productive capacity necessary to meet that war will the program 
asked for provide? 

Mr. Loverr. That is a very hard question to answer. 

Mr. WicetEeswortuH. It will not be 100 percent? 

Mr. Loverr. It would not be a hundred percent. It would be, I 
think, substantially over 50 percent in most of the areas. 

Mr. Wiccieswortu. What I was trying to get clear in my mind 
was the yardstick which determines the size of this productive capac- 
ity program. That seems to me to be a very vital matter. If you are 
not going to stockpile and are going to substitute productive capacity, 
I would like, so far as it is proper for the record, and if it is not 
proper for the record, then off the record, to know how much we are 
planning to do, and why we are not planning to do more. 

Mr. Loverr. May I answer off the record ? 

(Discussion off the record.) 

Mr. Wiccieswortu. I thought, as far as capacity to produce was 
concerned, you were trying to go far beyond present requirements. 

Mr. Loverr. The examples I have given you were intended to bring 
that out. We are going a very substantial distance beyond that. 

Mr. WiccieswortH. But considerably less than a hundred percent 
of the way. You do not know how far, but you say considerably 
less than what we might need, and I would like to know if possible why 
you stop where you do. What are the factors that lead to the 
decision ? 

Mr. Lovett. I do not know how you can say what you will ulti- 
mately need in a war. If you take the last war as a yardstick, we had 
total divisions, smaller in size, of 89, in the Army. We had some 
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200-odd air groups, and a Navy which was considerably larger than 
the present active force. That is the only yardstick that you have. 
Now, the productive capacity which we have requested authority to 
build will, in our opinion, at its peak, produce equipment comparable 
to World War II requirements in most items. 

General Rawutnes. I do not believe that is true in numbers of 
aircraft. 

Mr. Loverr. An exception is aircraft, but there we run into the 
problem that one B-36, or one B-52 in airframe weight is the equiv- 
alent of several B-17’s, and the only figure you can use is airframe 
pounds, or horsepower, thrust equivalent, or something like that, 
because dollars and numbers do not mean anything. 

Mr. Loverr. Based upon our raw-materials situation. 

Mr. WiecteswortH. Then I understand that aside from aircraft, 
the contemplated program for productive capacity would make it 
possible to produce on the basis of Warld War II. 

Mr. Loverr. It was not worked out on the basis of World War II 
alone, Mr. Wigglesworth, but on the basis of a maximum that we 
could envisage as a supportable program on the assumption that we 
have the MDAP and the NATO organization also in being with their 
divisions and their productive capacity, whatever it may be. 

Mr. WiceieswortH. You say “supportable program.” Do you mean 
in terms of the facilities we can put into action within the period of 
time available? 

Mr. Loverr. Based upon our raw materials situation. 

(Discussion off the record.) 

Mr. WiceieswortrH. I would appreciate it, when you revise your 
remarks, if you would give us for the record some yardstick showing 
the basis on which this program has been determined, as well as the 
assurance that the high command today considers that the program 
will meet all essential requirements that should be provided for under 
present conditions. 

Mr. Loverr. I will try to give it to you off the record. 

Mr. WicGLesworrH. In other words, I would like to be in a position 
when we go on the floor of the House to give definite assurance that 
we are doing the maximum required at this time in respect to pro- 
ductive capacity. 

Mr. Loverr. Mr. Wigglesworth, I think that I can answer that now, 
if I understand your question. 

This program will not be enough to win a war, in my opinion—far 
from it. -This program will be enough to protect us during the period 
of time when we go from the 20 percent of national production to 
approximately 50 percent of national production which we used in 
World War IT. That is the yardstick I mentioned earlier in the 
World War II criterion. 


INCREASE IN STRENGTH OF THE Arr Force 


Mr. WiccLeswortH. Very well—now let me ask you this: The Presi- 
dent’s Jetter also indicates that the request. will permit the Air Force 
to continue to build “toward 95 air wings.” Either on or off the record, 
building toward 95 wings is a very different proposition from acquir- 
ing them. 
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Mr. Loverr. I think that you havea good point there. I will answer 
your question off the record. 

(Discussion off the record.) 

Mr. Wiccreswortn. Either on or off the record, are we to under- 
stand that the high command is satisfied with the rate of expansion 
requested for the Air Force? 

Mr. Loverr. Under the present circumstances, that is my under- 
standing, sir, if you mean by “rate” the 95 groups instead of the rate 
of production. 

Mr. WiceLeswortn. I mean as to the time when we are going to 
have a much larger number of groups. 

Mr. Loverr. That is my understanding. 

General Rawtines. Those are the forces the Joint Chiefs have come 
up with as a part of the total program. They agreed that the 95 
wings were the correct strength for the Air Force as a part of this 
total force. 

Mr. Loverr. That is right. 


ExpeNbDITUuREs AND Carry-Over Founps, 1951 anp 1952 


Mr. Wiceiteswortn. As I understand it, you expect to spend in the 
fiscal year 1951 something under $20,000,000,000, and in the fiscal year 
1952 something under $40,000,000,000. 

Mr. Loverr. About $39,500,000,000 in 1952. 

Mr. WicciesworrH. That means, does it not, if this over-all request 
should be approved, that you will have something like $60,000,000,000 
to carry over into the fiscal year 1953? 

Mr. Loverr. Around $55 billion, I think. 

Mr. Manon. I can give the figures, and please correct me if I am 
wrong. The appropriation for fiscal 1951 thus far is $48 billion. We 
had a carry-over of $8 billion from 1950 and previous years. That 
makes $56 billion. Of the $56 billion we spend $19 billion during 
the curent year. That subtracted from $56 billion is $37 billion. 
Here we are putting $60 billion more into the program and during 
fiscal 1952 we expect to spend 39.5 billion from the fiscal 1952 appro- 
priations and prior year funds. So what you have left there is 
about 

Mr. Lovetrr. About $57 billion. 

Mr. Wicciesworrn. I assume that that carry-over will be justified 
in detail in terms of the obligation authority requested as we get into 
the details of the picture. 

Mr. Loverr. That is correct, sir. 





Expepitinc Propucrion AND INpuUsTRIAL MoBILIzATION 


Mr. Wiccteswortu. I want to ask you a question about expediting 
production. I notice im the sheet given here that you carry about 
$148,555,000 for industrial mobilization for the three services. On 
the other hand, I have a letter signed by the special assistant to the 
Director of Defense Mobilization which indicates that the Depart- 
ment of Defense is engaged in a program of facilities expansion orig- 
inally planned for fiscal year 1951 and fiscal 1952 of $5.9 billion; $2.5 
billion for the Army, $1.5 billion for the Navy and $1.8 billion for the 
Air Force. What is the situation ? 
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Mr. Loverr. May I permit Mr. Garlock to answer that? He has 
the figures. 

Mr. Gartock. The situation we encountered was that the industrial 
mobilization build-up and the current procurement became so inter- 
twined that we dropped from the category everything except the 
maintenance of tools which are not being used in this program, the 
maintenance of plants that are still kept in stand-by condition and the 
departmental planning work. That still continues. So that all the 
money we formerly were charging to educational orders and new tools, 
and all those things, that is all now part of our current procurement 
program. 

Mr. WiccteswortH. But it is carried under a different head? 

Mr. Gartock. It now appears there as part of the major procure- 
ment over-all production cost and you might as well say a very large 
part of that whole $30 billion is industrial mobilization. In the mat- 
ter of tools, tooling and facilities, as you go through this budget, you 
will find item after item for that as part of the cost of new equipment. 
I think you will find in excess of $7 billion in that area. 

Mr. Wiceteswortn. I confess I have no clear over-all picture of 
what I call expediting production or what is the program of Gov- 
ernment aids for the expansion of facilities. I have been trying to get 
the picture clarified without much success. 

For instance, in Mr. Wilson’s report of April 1, 1951, he indicated 
that the Government has authorized about $2.7 billions in terms of 
accelerated amortization. Also that it has assumed obligations 
amounting to about $128 million, obligations in guaranteed contracts, 
and that it will probably require about $1.6 billion to take care of 
direct loans, purchase agreements, and equipment and plants’ facili- 
ties. ‘This appears to be on top of the $5.9-billion program for the 
three services. 

Of course, all this involves tremendous sums of money with tre- 
mendous potential effect on the whole economy. I would like, some 

_ way or other, to get an over-all picture of what is in contemplation 
and to be assured that the whole program is being coordinated through 
Mr. Wilson’s oflice or otherwise. 

Mr. Loverr. Our programs, Mr. Wiggleworth, do go through the 
DPA and Mr. Wilson’s office. I think that part of the confusion arises 
out of the fact that in his figures there are necessarily included cer- 
tain items, like the expansion of electrical output in certain areas; 
matters that deal with oil and solid fuels which are handled by the 
Department of the Interior. Those requirements he also has to take 
into account, whereas here, in our program, we have merged into the 
actual production costs certain of the tooling and facility costs. I 
cannot reconcile the figures offhand there with our budget figures, 
but I believe the presentation of the services as they come up will 
clarify that for you. 

Mr. Wiceiesworrn. I have gathered from conversation with Mr. 
Wilson’s office that there had not been the cooperation which it was felt 
was desirable with respect to this picture insofar as the armed services 
were concerned ; and that his office was trying to get the thing straight- 
ened out so that there would be an over-all picture at hand, which could 
be cordinated and properly controlled. 

You think that this whole matter, so far as all three branches were 

concerned, is, in fact, submitted for his consideration ? 
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Mr. Loverr. I do not know whether it is Mr. Wilson’s personal con- 
sideration, sir, or whether it goes through DPA which was formerly 
under General Harrison, but the procedure is agreed now, that the 
three services make their needs known to the Munitions Board, where 
the items are approved and then they go to DPA for the necessary 
clearances. 

Within the past few months we have established in DPA actual 
representatives of the Munitions Board and the three services. I am 
concerned to hear that Mr. Wilson feels that they have not been re- 
ceiving the cooperation which they should get, because my own im- 
pression was that by and large the two agencies were working well 
together. 

At the present time we have under the President’s directive a pro- 
gram looking toward allocation which will bring us into a more difli- 
cult field, but also we are working together on that. I will look into 
it and I think the three services will be able to give you some assur- 
ances on that, too. 


Propucrion or Macuine Toors 


Mr. Wicereswortn. Let me ask you one other question. I have 
received, and I think a good many Members of Congress have re- 
ceived, a copy of a statement entitled “Dilatory Defense” by Mr. M. 
A. Hollengreen, chairman of the committee on Cisrerneiaet relations; 

resident, Landis Tool Co., made before the forty-ninth spring meet- 
ing of the National Machine Tool Builders’ Association, in Chicago 
on May 3, 1951, in which he complains that the machine tool indust 
is being very much handicapped, due to difficulty in getting materials 
and components, to delay in securing certificates of necessity to per- 
mit the 5-year amortization of investment in additional facilities; 
to lack of money to finance a larger inventory and increase the manu- 
facturing facilities; and worst of all to uncertainty as to the price 
ceiling on machine tools. 


He goes so far as to say, at the end, that— 


The importance of this situation is that we are engaging in * * * a de 
fense program that is little more than words. The very foundation of that 
defense program is not being laid. 


He says further that: 


The importance of this situation lies in the fact that our failure to increase 
the output of machine tools is jeopardizing the very safety of the United States 
and its future survival as a free nation. 

Have you happened to see that statement ? 

Mr. Loverr. No; I have not seen it, Mr. Wigglesworth. 

Mr. WiccLesworru. Have you any comment to make on the ma- 
chine-tool situation ? 

Mr. Loverr. Yes; Ihave. I have met with several of the principal 
suppliers and I have also talked to DPA about it. They have a Ma- 
chine Tool Section, as has the Munitions Board. There is some va- 
lidity in the criticism, in my opinion, that the full orders were slow 
in getting in, but it is very hard for me to say where the fault lay. 
I think the separate services have stated their machine-tool require- 
ments early and with considerable accuracy. Admiral Hopwood, are 
you familiar with the machine-tool situation ? 
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Admiral Horwoop. In technical detail; no, sir. 

Mr. Loverr. Colonel, are you? 

Colonel McAtutster. No, sir; I am not. 

Mr. Loverr. I know that we had industrial teams in to deal with the 
very difficult long-lead-time tools. 

(Statement off the record.) 

The machine-tool shortage is, I think, one of our principal bottle- 
necks. It is the earliest one that we always have. The requirements 
of our own program plus that of MDAP are substantially larger than 
the total capacity for the types of many of the specialized tools. 

DPA is working on that now with the Munitions Board and I think 
you can get more precise information on the point you raised, Mr. 
Wigglesworth, from Mr. Small when he comes up here, as he has 
been deeply into the subject. 

Mr. WicciteswortuH. I think that is all, Mr. Chairman. 


FORMULATION OF 1952 BUDGET 


Mr. Scrivner. Mr. Secretary, the hour is late but, of course, I 
could not very well forego asking a few questions which I believe are 
pertinent. 

In the last 3 days as I have been able to find time, day or evening, 
I have been going over the President’s budget and it does not give 
a great deal of solace to the taxpayers of America. Then, as I listened 
to some of your statements I found even less solace for them. I would 
assume that the demands upon the Nation in the way of taxes has 
undoubtedly entered at least to a certain degree into the considerations 
of this budget; is that correct ? 

Mr. Loverr. The budget, Mr. Scrivner, was drawn up from the 
point of view of military requirements. In the phasing of procure- 
ment we did take into account the fact that we did not have to buy 
huge quantities of soft goods this year but could buy it over a period of 
years. We tried to exercise some selectivity in the areas in which 
we had to make immediate purchases, but the total, regardless of 
that consideration in the form I have mentioned, is very, very large 
and it is, 1 suppose, the largest peacetime military budget. The largest 
budget that I recall was at one point in the war when it was, I believe, 
about $100 billion. You probably know that better than I. 

Mr. Scrivner. I was not on the committee at that time. 

Mr. Loverr. Even with the price adjustments this is a very large 
figure. In this, there are, of course, substantial capital investments. 


CoorDINATION oF Expeprrine Propucrion AND INDUSTRIAL 
MosinizATIion Programs 


Mr. Scrivner. Yes. That leads me to another point. I am glad 
Mr. Wigglesworth discussed this rather in detail, because as we look 
at these figures and hear some of the statements and read some items 
in the press and read some people’s speeches, it would appear that 
everybody wants to get into the act, as Schnozzle Durante says, on 
this matter of industrial mobilization. We find that all the way 
through we have items on industrial mobilization. We have items 
on expediting production. We have the alphabetical agencies, RFC, 
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NPA and DPA, and now we find that much of it is merged into major 
procurement. 

The thing that enters my mind is that with a program that large, 
where so many are in the act, you can hardly escape having some 
duplication and if some of the things that we are told about are hap- 
pening in this rather hurried mobilization matter, there are a lot of 
things that raise many doubts and questions in my mind. 

Now, is there any one place, is there any one man, is there any one 
agency that has either under its direction or its compiled knowledge, 
statements to which we can go to see what is the entire prcture as it 
relates to many of these plants we are now discussing as being in our 
production program. 

Mr. Loverr. On the financial side, Mr. Scrivner, the Comptroller’s 
Office in the Department would pull together the figures that you have 
in mind through the screening process. 

Mr. Scrivner. He could, as far as the services are concerned ? 

Mr. Loverr. Yes. 

Mr. Scrivner. But where are we going to take that, together with 
all these loans that are being made, plus all the other items that are 
going in? Isthere any one place where somehow or other we can get 
all of these figures not only as one lump sum, but as it takes into con- 
sideration individual plants? 

Mr. Loverr. And the civilian economy, too. 

Mr. Scrivner. Well, that is something else, because quite appar- 
ently some plants are coming into the picture for funds under expe- 
diting production; some of them already have and will continue to 
come in for funds under industrial mobilization; some of them will 
come into the picture for funds under some of these loans that are 
being made. 

In addition to that, there will be your amortization program, and 
running into the billions of dollars, as they do, they are fundamental. 
So that if there is any way by which it can be brought into one picture 
and then perhaps we may be able some place to see where it could be 
modified or at least put on a little more of what would appear to me 
to be a logical and reasonable and economical basis. 

Mr. Loverr. I think, Mr. Scrivner, by a combination of information 
in the Munitions Board, the clearing authority in DPA and ODM, it 
would be possible—— 

Mr. Scrivner. Plus the Comptroller? 

Mr. Loverr. Yes, sir. 

Mr. Scrivner. There are four places where we can go to get it 
pulled together finally. 

Mr. Loverr. I was going to say it would be possible for us to check 
the DPA figures to make sure that all of the programs are in there. 

Mr. Scrivner. Can somebody get all these loose ends together and 
get us a comprehensive picture on it, because it is a disturbing 
ae ie 

Mr. Loverr. I think that the Bureau of the Budget can prepare a 
statement for you that will pull the whole thing together along the 
lines you have asked. 

Mr. Manon. Will you prepare such a statement as suggested by 
Mr. Scrivner and make it available to the committee and, if it is satis- 
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factory, after the members of the committee and Mr. Scrivner have 
looked at it, we shall put it into the record. That would be helpful? 

Mr. Lovett. Yes, sir; I think it would. 

Mr. Scrivner. Of course, as we look back, in retrospect, it was just 
about a year ago today that the President made a statement to the 
effect that the 1952 budget would be $1,500,000,000 less than the 1951 
budget which was then fixed at about $13 billion. It just draws atten- 
tion to how fast time flies and just exactly what an enormous under- 
taking this committee is faced with in trying to pass on a budget of 
better than $60 billion. As we sit over here, we have two things to 
think about. We have got to think about the military necessity. We 
have also got to think about the impact not only upon the taxpayers of 
America, but the economic foundation of America. So that if we 
make a mistake of going too strong toward the military requests it 
will cost the taxpayers and industry and everybody else—the entire 
public—a terrific sum, and that would be waste. If we do not go far 
enough, then we are caught a little bit short and we have made a 
mistake the other way. 

Mr. Loverr. I do not know any more difficult area of judgment than 
that which we are bringing to you today. 

Mr. Scrivner. So, with that in mind I should like to ask two or 
three questions specifically although, if we had a little more time, I 
could ask many more questions. 


AMMUNITION REQUIREMENTS 


You talked awhile ago about ammunition and the way you fixed up 
your presentation as to the needs. For instance, what experience 
tables do you use, or on what do you base your ammunition require- 
ments ? 

Mr. Loverr. That, again, isa formula, a calculation. 

Colonel McAuuister. On World War II experience rather than the 
consumption in Korea at present. 

Mr. Scrivner. That brings us to this situation. If the fundamental 
basis of your figuring is wrong then your conclusion necessarily is 
wrong. Where do you get your figures on World War II experience ? 

Colonel McAuuisrer. From various factors during that time, prin- 
cipally the rates of consumption. 

Mr. Loverr. Those should be accurate. The issuance of ammuni- 
tion in World War IT is known. 

Mr. Scrivner. Do you know how much was not only issued but 
actually used in World War IT? 

Mr. Lovett. It is the use rate that we calculate. 

Mr. Scrivner. I have been trying for about 2 months to get that 
information and I got a letter last Friday which said that it would 
take at least 7 weeks of very intensive study to get that because the 
information was not available. 

Mr. Gartock. We havea whole book full of it. 

Mr. Scrivner. This is a letter that I sent to the Secretary of De- 
fense. Now you tell me the information is available and the letter says 
that it will take weeks and weeks of research to get the information. 
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Mr. Loverr. If we are talking about the same things, I have seen 
“use tables.” 

Mr. Scrivner. That is what I was — to find out, the World War 
II ammunition program because somewhere in my reading—either 
in one of the service magazines or somewhere else—the bald statement 
was made to the effect that a’ mere 25 percent of the ammunition 
procured in World War IT was used. 

Mr. Manon. That might very well be true. 

Mr. Loverr. Maybe your inquiry was on a different basis, Mr. 
Scrivner. But we can get you the use tables which are the basis for 
the calculations. 

Mr. Scrivner. Will each service have that as they come up? 

Mr. Loverr. I think it is in all of the services. 

General Rawtincs. We will have our figures on rates of 
expenditure. 

Mr. Loverr. If it will be convenient we will try to pull it together 
on a sheet of paper with all the three services. 

Mr. Scrivner. You could not do it on one sheet with all the various 
types of ammunition involved. 

Mr. Loverr. I meant the total number of dollars. 

Mr. Scrivner. I was not worried so much about the total dollars 
now as I was the various types and amounts of ammunition. 

Mr. Loverr. Then each service will have to handle it? 

Mr. Scrivner. I am glad to know that the figures are available 
and I shall go into that as each service comes in. 


LEAD TIME REQUIREMENTS 


When were your tables for your lead time on the various items 
made? What was the source of your conclusion as to lead time? 

Mr. Loverr. That is actual experience. In other words, if we order 
a J-47 engine we know that we do not get that engine for a certain 
number of months. Naturally it starts in slowly and takes a long 
time for the first article. But the actual time between the order and 
the end item covered by that order is an experience figure; it is not 
un estimate. 

Mr. Scrivner. The reorder normal lead time would be less than 
the original lead-time order? 

Mr. Loverr. Yes, sir. 

General Rawiinos. Yes, sir. 

Mr. Scrivner. This, I assume, should be off the record. 

(Discussion off the record.) 

Mr. Scrivner. I suppose the question you raise about the difficulty 
of assigning all this and saying whether the money would have to 
be paid and some of the ammunition fired anyway, and some of the 
gasoline used, is purely academic. At least, it is to me. It seems to 
me you are wasting time, because, so far as I am concerned, the tax- 
payer will have to pay it, whether it is used in training or combat. 
While it might be important for your bookkeeping, I cannot see where 
it will help a lot. 

For instance, what would you say about these units that have re- 
cently fallen back? They left equipment, guns, and everything else 
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behind. You might say, “Well, they would have to be replaced even- 
tually anyway, so let us not even charge them to Korea.” That is 
why I say it makes very little difference to me. 

Mr. Lovett. As I was compelled to admit earlier, we cannot cost 
Korea accurately for several reasons, one being because we cannot 
get agreement among ourselves as to a sound accounting basis, with 
the best of good will to do so. 

Mr. Scrivner. Why is that important? So far as the taxpayer 
is concerned it is not going to make any difference. 

Mr. Lovert. It was just in response to an inquiry we had as to 
whether we could cost it for the committee. 

Mr. Scrivner. I have two final questions. 


SOFT GOODS 


You told us what hard goods were. To what do you refer in your 
statement when you use the words “soft goods” on page 3? 

Mr. Loverr. Those are subsistence, POL, clothing, and similar type 
items. 

Mr, Scrivner. What is POL? 

Mr. Loverr. Petroleum, oil, and lubricants. 

Mr. Scrivner. I know, but the record should show. 


PUPLIC WORKS PROGRAM 


Then the big question left is when will we get the details on the 
request for $414 billion for the public works program for the military 
services ? 

Mr. Loverr. We are supposed to get a decision from the Bureau 
of the Budget this week. 

Mr. Scrivner. Will that be in here in time to consider with this 
particular request ? 

Mr. Loverr. Yes, sir. 

Mr. Scrivener. So that that will be all a matter of detail which 
we will get when that request is finally submitted to Congress? 

Mr. Loverr. Yes, sir. 

Mr. Scrivener. There may be some other questions. I do not care 
to have you come back, so far as I am concerned, because you have 
a lot of work to do down there. If there is any particular question 
which might arise, where I would want an answer, I will get in touch 
with General Moore and he can in turn submit it to you for reply. 

(Discussion off the record.) 

Mr. Manon. Mr. Secretary, you have been very patient and help- 
ful. You have presented a broad view with respect to defense mat- 
ters which we feel could not have been better presented by anyone 
else in the Government, and we are very grateful to you for the out- 
standing work which you are doing in the Department of Defense 
and in the interest of American security. 

Mr. Loverr. Thank you very much, sir. 
Mr. Manon. Thank you. 
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JACK GORRIE, ACTING CHAIRMAN, NATIONAL SECURITY RE- 
SOURCES BOARD 

OSCAR ENDLER, ECONOMIC ADVISER 

JAMES L. KUNEN, GENERAL COUSEL 

CHARLES M. HOCHBERG, BUDGET OFFICER 


Mr. Suepparp. All right, gentlemen, the committee will come to 
order. 
We have presently before the committee the National Security 
Resources Board. 
GENERAL STATEMENT 


The Acting Chairman of the Board, Mr. Jack Gorrie, will make 
the opening statement. 

Mr. Gorrie. I will, Mr. Chairman. 

Mr. SHeppaArD. Very well. We will not interrupt you until you 
have completed your statement. 

Mr. Gorriz. Thank you. ‘My name is Jack Gorrie. I am the 
Acting Chairman of the National Security Resources Board. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to report on the activities of the National Security 
Resources Board during the fiscal year 1951 and to outline its major 
plans for fiscal 1952. 


REDUCTION IN BUDGET ESTIMATE 


The appropriation reduest we are asking the committee to consider 
for the fiscal year 1952 is $1,600,000 rather than $4,000,000, the 
amount asked in the President’s original budget submission—a reduc- 
tion of 60 percent. 

The reason for this reduction is that the temporary operating respon- 
sibilities of the Resources Board at the outset of the Korean difficulties 
are now being carried under Mr. Wilson’s program in the Office of 
Defense Mobilization. 

After the original estimate was prepared, our temporary responsi- 
bilities in defense production were reassigned to other agencies, and 
so now we are requesting 135 full-time employees instead of the 410 
provided for in the original budget. 


DEVELOPMENT OF RESOURCES BOARD 


As you know, the Resources Board was created by the National 
Security Act of 1947. The Congress decided that a permanent civil- 
ian planning staff agency in the executive branch of the Government 
was needed to advise on the development of policies and readiness 
programs for the effective utilization of the Nation’s resources in the 
event of war. The Korean emergency proved the wisdom and fore- 
sight of Congress in taking this action. As world tension continues 
to fluctuate, it is important that this agency continue to prepare 
alternative plans which will be available to meet the unexpected 
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whether it be a period of limited or full mobilization, all-out war, 
long drawn-out international tension, or demobilization. 


ACTIVITIES OF BOARD DURING KOREAN WAR 


During the fiscal year 1951 the sudden emergency brought on by 
Communist aggression in Korea put the Resources Board’s advance 
planning to a practical test. The President immediately called upon 
the Chairman, W. Stuart Symington, to get the emergency defense 
production program rolling. 


MOBILIZATION 


To carry out the purposes of the Defense Production Act of 1950, 
the President directed the Chairman to coordinate mobilization 
activities. Mr. Symington immediately put most of the Board’s staff 
to work on the current defense effort, and made its mobilization plans 
available to the new defense agencies as each was created. Thus, a 
basic mobilization framework was at hand without delay. 

It was recognized from the beginning that while the Board can 
appropriately deal with sudden emergencies and serve as the coordi- 
nating agency on an interim basis, it could not direct the mobilization 
program for an extended period and at the same time continue with 
its normal staff work for the President on security-resources problems. 

Therefore, in December 1950, when it became apparent an exten- 
sive period of mobilization was in prospect, the President established 
the Office of Defense Mobilization, and appointed Charles E. Wilson 
Director of all mobilization activities. 


PERSONNEL 


When the Defense Production Administration was established, the 
Chairman suggested to the President that certain portions of the 
Board’s staff could best be used as an experienced nucleus for that and 
other defense agencies. To that end, personnel transfers were com- 
pleted during the last half of this fiscal year. A large number of 
full-time employees and part-time consultants were transferred to 
defense agencies where they were urgently needed. The Resources 
Board retained the nucleus of an essential staff to carry out its statu- 
tory responsibilities. 

LEGISLATION 


One of the first and most important needs, following Korea, was 
legislation designed to meet the requirements of the accelerated 
defense program. Legislative proposals already in draft form for 
wartime use were promptly revised to meet the more limited needs of 
the situation then prevailing. The Chairman and his staff worked 
extensively with others in the executive branch and with the appro- 
priate committees of the Congress in drafting the Defense Production 
Act of 1950. 


CIVIL DEFENSE PLANNING 


Civil defense planning is another example of the Board’s work in 
the fiscal year just ended. In September 1950, the Chairman reported 
to the President that a national civil defense plan was ready, and 
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recommended the prompt establishment of an operating program. 
The President accepted the recommendation and transmitted the 
Chairman’s report to the Congress. On December 1, a civil defense 
agency was established by Executive order to provide for a start on 
a limited program while the Congress was studying the President’s 
more detailed proposals. 

After considering the problems involved, Congress passed the 
Federal Civil Defense Act on January 12,1951. The Resources Board 
thereafter transferred to the new agency 121 employees who had been 
assembled and trained for civil defense. 

These examples—ready-made plans and trained personnel for 
defense mobilization, defense production, and civil defense—illustrate 
how the Board’s advance planning contributed substantially to the 
defense program. 

PROGRAM PLANS FOR 1952 


In outlining our plans for fiscal year 1952, I think it important to 
distinguish between two broad programs the Resources Board has 
carried on. The first program involved the identification and analysis 
of ‘“‘problem areas” in the Nation’s security resources. The Board’s 
studies under this program have been the basis for its advice to the 
President concerning long-range resource policies and readiness 
measures. 

The second program has involved the determination of the imme- 
diate action steps the Government should take in the event mobiliza- 
tion became necessary, the mechanisms through which the action 
steps could be taken, and the alternatives available to the mobilization 
Administrator. During the fiscal year 1951, the Board emphasized 
this second program. 

Now the Resources Board is concentrating on the identification 
and analysis of problems pertaining to the resources of the country and 
developing alternative plans. 

We are again in a position to give greater emphasis to these studies 
because the Board has been relieved of the operating responsibilities 
temporarily assigned to it. While it is concentrating on advance 
planning, the Resources Board is cooperating with Mr. Wilson to 
further the current mobilization program. 

The Board’s planning is designed to meet security resource needs 
while there is still time to do something about them. 

Materials studies now under way will point up possible long-term 
scarcities of critical materials requiring, for example, new development 
policies or intensification of the search for adequate substitutes. 
The President’s Materials Policy Commission, established at the 
suggestion of Mr. Symington, is now engaged in making an independ- 
ent appraisal of the free nations’ long-term materials outlook. The 
Resources Board is working closely with this Commission and will 
take its studies and recommendations into account in its plans and 
advice to the President. The Commission, of which William S. Paley 
is Chairman, hopes to complete its work about the end of this calendar 
year. 

The current defense mobilization has created local manpower 
shortages and is emphasizing the critical need for more training in 
technical skills and many professions. These are existing problems 
of direct concern to the defense agencies. While the Resources Board 
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is cooperating in seeking solutions to these current problems, it is 
placing greatest emphasis on studies to find solutions to problems of 
total manpower mobilization and labor force utilization in all-out 
war. This work involves the identification of skills which will tend 
to be in short supply in the event of full-scale war, and the develop- 
ment of plans to relieve such anticipated shortages. 

Planning against a major war must deal with more than manpower 
shortages. For example, there is a serious question of mobility of 
labor. In the event of enemy attacks on our major industrial centers, 
there will be need to insure an immediate flow of skilled mechanics 
into these areas to accomplish the rapid rehabilitation of essential 
facilities and services. The Board is working on a program under 
which special mobile crews can be quickly assembled and brought in 
for the tasks of postattack rehabilitation. 

Other phases of the labor mobility question in which the Board 
continues to have a vital interest include the impact of private retire- 
ment plans and seniority rights on workers’ mobility, and the develop- 
ment of adequate community and housing facilities to meet future 
manpower mobilization needs. 

Wartime manpower planning must also deal with problems such 
as the fuller utilization of marginal labor on farms and in industry, 
of women workers, minority groups, and of handicapped and older 
workers. 

The Resources Board will continue to consider alternative economic 
assumptions needed to guide mobilization planning in the event of 
war. It will probe economic and other resource factors, both foreign 
and domestic, which may limit or expand the wartime production and 
supply; measure the impact on the economy of proposed wartime 
programs; and study the problems involved in integrating direct and 
indirect wartime stabilization controls. Studies of wartime levels of 
civilian requirements also are to be continued. 

Along with such planning concerned directly with our resources 
potential, the Board has undertaken related programs designed to 
protect our existing resources under wartime conditions. Under its 
statutory responsibility, the Board is developing for the President a 
Government-wide program dealing with the problems involved in the 
strategic relocation of industry. With the various agencies of govern- 
ment, we are endeavoring to establish workable policies to guide their 
programs which have an effect on the concentration of industry. 
New data likewise will be made available to industry so that, in 
planning expansion, it can take into full account security location 
factors. 

This program seeks to make new plants less vulnerable by putting 
space between them, and at the same time, to avoid weakening the 
economic strength of any section of the country. It is designed to 
encourage voluntary dispersion activity on the part of industry. 
For this reason we have been carrying on a pilot study in which 
industry and other local community interests are participating, testing 
thie factors to be considered in realistic and common sense industrial 
dispersion. 

The Resources Board also is coordinating for the President a 
program for maintenance of essential Government services in case of 
attack. We are keeping in a state of readiness certain other plans, 
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such as censorship of wartime communications, which are not required 
in the current emergency. 

As a permanent agency the Resources Board has the continuing 
responsibility of making certain that the accumulated experience of the 
defense agencies is preserved. During the first years of its existence, 
the Resources Board, with the assistance of other departments of 
Government, spent a great deal of time and effort in locating, as- 
sembling, and evaluating World War II experience. The accumulated 
information proved a valuable timesaver in the current emergency. 

Planning to meet postattack problems in the most effective manner 
likewise is of direct concern to the Resources Board. Maintenance of 
maximum production in war is essential to victory. Constant effort 
must be devoted to the development of methods to insure continuity 
of a high level of production through rapid repair and rehabilitation 
of damaged or destroyed parts of our industrial machine. Realistic 
planning against the threat of another world war must take this 
eventuality into account. 

These are major tasks to which we intend to address ourselves in 
the coming year. I want to thank the chairman and members of the 
committee for the opportunity of presenting this statement. My 
associates and I will do our best to answer any questions the com- 
mittee may have. 


REVISION OF APPROPRIATION REQUEST 


Mr. SuepparD. The original request of the National Security 
Resources Board for the fiscal year 1952 was $4 million. This re- 
quest has been decreased to $1,600,000 by Document No. 194 of the 
Eighty-second Congress. 

he document above referred to will be inserted in the record at 
this point. 

(The document is as follows:) 


[H. Doc. No. 194, 82d Cong. Ist sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES 
TRANSMITTING REVISION OF A PROPOSED APPROPRIATION FOR 
THE FISCAL YEAR 1952, INVOLVING A DECREASE OF $2,400,000, 
FOR THE NATIONAL SECURITY RESOURCES BOARD 


Tue Wuire Hovss, 
Washington, July 16, 1951. 
The SPEAKER OF THE HovseE oF REPRESENTATIVES. 


Sir: I have the honor to transmit herewith for the consideration of the Congress 
a revision of a proposed appropriation for the fiscal year 1952, involving a decrease 
of $2,400,000, for the National Security Resources Board, in the form of an amend- 
ment to the budget for said fiscal vear. 

The details of this proposed revision, the necessity therefor, and the reasons 
for its submission at this time are set forth in the attached letter from the Director 
of the Bureau of the Budget, with whose comments and observations thereon I 
concur. 

Respectfully yours, 


Harry 8. TrRuMAN. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGET, 
Washington 25, D. C., July 14, 1951. 
The PRESIDENT, 
The White House. 

Srr: I have the honor to submit herewith for your consideration a revision of 
a proposed appropriation for the fiscal year 1952, involving a decrease of $2,400,- 
000, for the National Security Resources Board, in the form of an amendment to 
the budget for said fiseal year, as follows: 


Executive Office of the President— National Security Resources Board 








Budget | Heading | Original Change 


page | estimate | Peas Decrease 











D5 I RN iit 35 ns sare apa sn~ 56 pli tein = @ $4, 000, 000 | $1,600,000 | $2, 400, 000 
| (Delete the entire item under this head and insert in | 
lieu thereof, the following:) 

Salaries and expenses: For expenses necessary for the 
National Security Resources Board, including [personal 
serviees in the District of Columbia;] services as author- 

| ized by section 15 of the Act of August 2, 1946 (5 U. S. C 
| 55a), at rates for individuals not in excess of $50 per diem 
| and eontracts with temporary or part-time employees 
| may be renewed [for one year] annually; expenses of 
| attendance at meetings of organizations concerned with 
the work of the National Security Resources Board; 
| [printing and binding; travel expenses; purchase (not to | 
exceed one for replacement only) and] hire of passenger | 
| motor vehicles; [payment of tort claims pursuant to law | | 
| (28 U.8.C. — : a health service program as authorized | 
by law (5 Uv. 150);] reimbursement of the General 
Services Administration for security guard services for 
proteetion of confidential files; and not to exceed $5,000 | 
for emergency and extraordinary .. senses, to be ex- | 
pended under the direction of the Chairman for such | | | 





| 


purposes as he deems proper, a his determination | 
thereon shall be final and conclusive; [$3,500,000] 
| $1,600,000. | 





This proposed revision is necessary because, subsequent to the preparation of 
the budget transmitted to the Congress in January 1951, actions were taken within 
the National Security Resources Board in effectuating the transfer of current 
mobilization responsibilities to the Office of Defense Mobilization and other 
temporary agencies which resulted in reducing the personnel needs of the Board. 
The budget estimate should be amended, therefore, in order to reflect changes 
brought about by the transfer in responsibilities and the consequent reduction 
of the Board’s budgetary requirements. 

I recommend that the foregoing proposed revision be transmitted to the Con- 
gress, 

Respectfully yours, 
F. J. Lawron, 
Director of the Bureau of the Budget. 


Mr. Suepparp. We will pick up the subject matter reflected on 
page 10 of your justifications, in which you are making a request for 
an estimate of $1,600,000; and as of 1951 you had $2, 573, 283. 

In other words, the total shown as a recap at the bottom of the page 
indicates that the 1950 actual was $3.5 million and the 1951 actual 
was $3.5 million. We will insert page 10 of the justifications at this 
point; 
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SALARIES AND EXPENSES 


Summary of requirements 






























































Increase (+) or decrease (—) 
1950 actual | 1951 actual | 1952 estimate 
1952 over 1950 | 1952 over 1951 
Total number of permanent po- 
NOUR oes. dacs tis bak, 250 353 135 —115 —218 
Full-time equivalent of all other 
RS ot Ses naar 35 57 33 -2 —24 
Average number ofall employees. 271 288 163 —108 —125 
01 Personal services: 
Permanent positions. ____..-- $1, 529, 550 $1, 425, 949 $790, 740 — $738, 810 — $635, 209 
Part-time and eenDerery 
positions _____- 2 295, 000 460, 801 320, 100 +25, 100 —140, 701 
Regular pay in excess of 52- 
week base. ___ eon 5, 602 0 3, 160 —2, 442 +3, 160 
Payment above basic rates 3, 469 21, 746 0 —3, 469 —21, 746 
Payments to other agencies 
for reimbursable details ~nof 14, 685 45, 760 30, 000 +15, 315 —15, 760 
Total 01 Personal services 1, 848, 306 1, 954, 256 1, 144, 000 —704, 306 —810, 256 
07 Special projects__..........-. j 1, 058, 341 167, 750 300, 000 —758, 341 +132, 250 
Miscellaneous other objects: | 
2 Travel .| 65, 532 105, 160 70, 000 +4, 468 —35, 160 
03 ‘Transportation of things 7 3, 186 1, 000 +993 —2, 186 
04 Communication services | 35, 869 49, 252 24, 000 —11, 869 —25, 252 
05 Rentsand utility services 300 300 400 +100 +100 
06 Printing and ee | 
tion 26, 832 55, 254 12, 000 —14, 832 — 43, 254 
07 Other contractual serv- 
ices ae 64, 139 103, 700 15, 100 —49, 039 —88, 
08 Supplies and materials. cal 18, 195 33, 423 17, 200 —995 —16, 223 
09 Equipment wl 48, 244 96, 120 10, 300 —37, 944 —85, 820 
15 Taxes and assessments. _-| 0 613 1, 000 +1, 000 +387 
Unvouchered._............... 5, 000 4, 269 5, 000 0 +731 
Total miscellaneous other | j | 
objects _ - 264, 118 451, 277 156, 000 _ —16, us | —295, 277 
Grand total obligations 3,170,765 | 2,573,283 | 1,600,000 | —1, 570,765, —973, 283 
Reconciliation to appropriation | 
or estimate: | 
Transfer to “Special fund for | 
management improve- | 
ment” Public Law 358, 
S8ist Cong., Ist sess. .._._- +-100, 000 0 0 —100, 000 0 
Reimbursement for services | 
performed . -_-- hathnedt 0} —18, 490 0 0 +18, 490 
Unobligated balance, esti- | | 
mated savings_-.........- | _ +228, 235 _ +0465, 207 0 —220, 235 —945, 207 
Appropriation or estimate 3, 500,000 | 3, 500, 000 ee: 1, 600, 000 | —1, 900, 000 | _—1-900, 000 
OBLIGATIONS 


How much have you obligated of the $3.5 million in the fiscal year 


1951? 


Mr. Hocueerec. The obligations, sir, are $2,573,283. 


Mr. SHepparD. Does the balance revert to the Treasury? 


Mr. Hocupera. Yes, sir. 


Mr. SHEPPARD. 


Mr. Hocusera. 


PERSONNEL 


Very well. 


As to your personnel requirements, 
how many are involved in this particular item for 1952? 


One hundred and thirty-five, sir. 


Mr. SHeppParp. Is that positions, or is that man-years? 
Mr. Hocusere. Full-time positions. 
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Mr. Suepparp. Apparently due to the curtailed services indicated 
in the statement that you made, your entire requirements are de- 
creased, for travel, transportation, communications, rents, and 
various and sundry other things; is that true? 

Mr. Gorrig. That is correct. 

Mr. SHepparp. Is there any new function that is presented in this 
appropriation request that you have not had heretofore? 

Mr. Gorrir. No, sir. I think that is a correct statement; there is 
not. 

UNVOUCHERED FUNDS 


Mr. SHerparp. What is the definition of ‘‘unvouchered”’ as it is 
reflected down below the 07, and above your total miscellaneous other 
objects? 

Mr. Gorrir. That $5,000 is a special fund in the Chairman’s office 
that has been granted in the budget each time for any special uses 
that may be necessary in connection with the Chairman’s work. 


MISCELLANEOUS 


Mr. Suerparp. What is your total in the miscellaneous require- 
ment? 

Mr. Hocusera. A total miscellaneous requirement of $156,000, 
sir. 
Mr. Suepparp. Is it presently contemplated that you would have 
any additional services that are not reflected in your justification 
requirement for services? 

Mr. Gorris. No, sir. They are all in this justification. 

Mr. SHeprparp. Any questions, Mr. Riley? 


CAUSE OF REDUCTION 


Mr. Ritey. Did I understand that some of your functions have 
been transferred to the Office of Defense Mobilization and the Detense 
Production Administration, and that that is the reason you were able 
to cut down your budget? 

Mr. Gorrik. Yes, sir, Mr. Riley. With the Korean emergency 
the Resources Board was directed by the President to take on mobili- 
zation activities until the operating agencies could be set up. For 
that reason we did not know how long we would have those. There- 
fore, in the original estimate we bydgeted for the total job. *In 
December the Office of Defense Mobilization was set up. We 
transferred our operating activities to the new agency in the latter 
part of the year. 

Mr. Ritey. The amount of money that you had unobligated in 
1951 is three-fourths of the amount you are asking for 1952? 

Mr. Gorrit. That is correct; yes, sir. 

Mr. Ritey. Thank you. That is all. 


CONTRACTUAL SERVICES 
Mr. Suepparp. There is one more item I would like to have 
defined, although the request is extremely small in this year’s request 


as compared with that of 1951, and that is your other contractual 
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services. What framework of operations would fall within that 
definition?’ 

Mr. Hocusera. They are miscellaneous contractual services, sir, 
such as building repairs and alterations, streetcar passes, security 
investigations for personnel. 


SECURITY INVESTIGATIONS 


Mr. SHeprarp. Do you conduct your own investigations of per- 
sonnel? 

Mr. Hocusera. No, sir. We have those done by other agencies. 
Last year they were performed by the FBI. In this coming year they 
will be conducted by the Civil Service Commission. 

Mr. Gorriz. We do have our own Security Office, however. 

Mr. Suepparp. Mr. Sikes? 

Mr. Sikes. No questions. 

Mr. SHeprarpb. Mr. Taber? 


FUNCTIONS OF BOARD 


Mr. Taser. Would you be able to give us just about 2 or 3 minutes 
and tell us just what you do over there? 
Mr. Gorrir. Yes, sir. We are planning in four major areas. 


HUMAN RESOURCES PLANNING 


One area is human resources. That is primarily manpower plan- 
ning. We are trying to get at some of the long-range problems such 
as the following. 

Under UMT program there is a problem of scheduling emplovees out 
of civilian life into the military, after a reserve pool is developed. 

Similarly, during this last year working through the National 
Security Council and interested agencies, the Resources Board was 
instrumental in having established by the President the first national 
manpower mobilization policy which aims at providing the kinds of 
trained personnel the services and supporting war industries need 
through a coordinated program. 

Concurrently we are working with Mr. Wilson on current man- 
power mobilization problems such as labor shortages in various areas. 
We are seeking a means of relating the handling of present problems 
to those of total mobilization. 

Mr. Manon. If I may interrupt, you do the same thing with refer- 
ence to resources. 

Mr. Gorriz. That is right. I was just talking about manpower. 

Mr. Manon. What you are saying about manpower can more or 
less be said about other resources. 

Mr. Gorrie. That is true, Mr. Mahon. 

Mr. Manon. In other words, Congress passed legislation providing 
for the National Security Resources Board as a sort of bigh-level right 
arm to the Chief Executive to assist in over-all national defense plan- 
ning. Is that substantially correct? 

Mr. Gorrie. Yes, sir. It was created as a permanent agency to 
consider these over-all problems of civilian, military, and industrial 
mobilization, and to advise the President. 
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We havé had many different situations since the Board was created. 

At the time the announcement was made that the Russians had 
the atomic explosion, emphasis was placed on civil defense. We had 
the job of planning civil defense. 

When Korea came along, emphasis was given to the current mobil- 
ization program. We had made plans for the various agencies that 
were set up. We developed legislative proposals working with all the 
Government agencies concerned. We submitted those plans to the 
President. He submitted the ones necessary for the limited mobiliza- 
tion to the Congress. 

Now we are working again on the longer range side of human 
resources—manpower, community facilities, housing, and _ health. 
Health to us is a resource, because in time of war you need to keep the 
people on the job and you need them healthy for the armed services. 


MATERIAL RESOURCES PLANNING 


In what we call the material resources area, we are concerned with 
the problems of scheduling and planning to meet shortages in raw 
materials, in power programs, in transportation, and, on the economic 
side, the related distribution controls for industry. 

Again, we are talking about plans for a greater mobilization than 
we have today. We are planning in the forward area. 

Also, we have security projects that we are particularly concerned 
about, such as the problem of industriel dispersion. It is a very 
controversial subject, vet it is one that, in planning realistically in 
the event of another war, we have to consider since we must keep our 
industry going. We have to consider that there is a likelihood if we 
get into war, that this country will not go free this time but will be 
attacked. We must, therefore, be concerned about postattack 
problems. 

Those are the areas we are studying, working with various other 
agencies of the Government, and also with some of the universities. 
For instance, we have one study in this postattack area for the 
maximum protection of industry and the civilian population. Through 
this study we are making a complete examination of the latest methods 
that are known for the best protective construction that can be devised 
in areas where we have these strategic industries which must function 
in order to keep our economy producing in the event of war. 

Those are types of areas in which we are working. Work in these 
areas will help Mr. Wilson’s program, the current military effort 
and, at the same time, give us the basis to advise the President con- 
cerning the need for certain programs. 


NUMBER OF EMPLOYEES 


Mr. Taner. You said awhile back that you had 135 employees. 
How many do vou actually have on the roll at present? 

Mr. Gorrisg. As of June 30 we had 105. 

Mr. Taner. That is about what vou expect to have? 

Mr. Gorrir. I would say we will run between 135 and 165. We 
use a number of consultants. We need the best minds and the best 
experts we can get in many of these fields. 
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BACKGROUND OF MR. GORRIE 


Mr. Taser. What is your background, Mr. Gorrie? 

Mr. Gorrie. I have been the executive assistant to the Chair- 
man of the Board for 24 years, since February 7, 1949. Prior to 
that for 4 years I was the assistant to the Governor of the State of 
Washington. In that position I was the executive officer in charge 
of 22 departments of government, and approximately 8,000 employees. 
For 8 years prior to that I was with the Bureau of Internal Revenue. 
Prior to that I was in the newspaper business. I worked for the 
Associated Press, and I was a reporter in the State of Washington. 
I grew up in Seattle. 

BOARD MEMBERSHIP 


Mr. Taser. Who is on the Council, Mr. Gorrie? 

Mr. Gorrikz. On the National Security Council? 

Mr. Taper. Yes. 

Mr. Gorrikz. The President is the Chairman, the Vice President, 
the Secretary of Defense, the Secretary of State—— 

Mr. Taser. Who is on this Board? 

Mr. Gorriz. The seven members of the Cabinet other than the 
Postmaster General and the Attorney General. 

Mr. Taper. And who else? 

Mr. Gorrie. On the Board itself that is all. 

Mr. Taser. That is all? 

Mr. Gorriz. The Chairman, Vice Chairman, and the seven Cabinet 
officers. 

Mr. Taper. What is your title? 

Mr. Gorrie. I am the Acting Chairman. 

Mr. Taser. Who is the Vice Chairman? 

Mr. Gorrie. We do not have a Vice Chairman. Mr. Robert Smith, 
who was Vice Chairman, has left the Board. I was the executive 
assistant to Mr. Symington. 

Mr. Taser. The men who are with you are your staff? 

Mr. Gorriz. Yes, six. Mr. Kunen is the general counsel of the 
Board. Mr. Hochberg is the budget officer. And Mr. Endler is the 
economic adviser. 

EXPENDITURES 


Mr. Taser. This statement which is in the justifications here as 
to expenditures, which was given to us awhile back, of $2,573,000, is 
an over-all figure, but that is not at all useful in arriving at anything, 
because you have transferred a lot of vour staff out. 

Mr. Gorrie. The situation has changed, sir. We are already in 
the process of bringing other people into the organization now, 
because we were able to turn over trained staffs to these agencies 
which were handling the current defense program. 

Mr. Suepparp. Is that all, Mr. Taber? 

Mr. Taser. I am trying to check up on the personnel question a 
little bit. There is not any breakdown of the personnel by activity 
in the form of the old style green sheets, is there? 

Mr. Gorrir. It is by grades, sir, and types. 

Mr. Taser. I see. 

Is your actual title Vice Chairman, or what? 
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Mr. Gorrir. No, sir. I was the executive assistant to the Chair- 
man. That was my title. 

Mr. Taser. Is that still your actual title? 

Mr. Gorriz. That is my actual title; yes, sir, but my title now 
temporarily is the Acting Chairman, appointed by the President, 
when Mr. Symington left. 

Mr. Taper. I think that is all I have. 

Mr. Suepparp. Mr. Wigglesworth? 


COMPARABLE AMOUNT IN 1951 AND 1952 BUDGETS 


Mr. WiaeteswortH. How much did you have for this on a com- 
parable basis last year? Can you tell us that? 

Mr. Gorrie. In relation to what, Mr. Wigglesworth? 

Mr. WicGLeswortH. You are asking for $1,600,000, as | understand 
it, but your functions have been very much curtailed by the setting 
up of the Wilson organization, and so forth. 

Mr. Gorrie. Well, we have tried to estimate this just as closely 
as we could, sir. On the assumption that the Wilson organization 
and this current defense program will go on through the year, this is 
the closest we can figure. 

Mr. WiceLteswortu. I am asking: How much money did you have 
for comparable activities in the present fiscal year? 

Mr. Gorrie. I would say, for this type of activity, approximately 
the same amount. 

Mr. Wiae_eswortn. About the same thing? 

Mr. Gorriz. Yes. Would that not be correct, Mr. Hochberg? 

Mr. Hocusera. Yes. 


AVERAGE COST PER EMPLOYEE 


Mr. WiaGLeswortH. You are asking, as I understand it, $1,144,000 
for 135 people. 

Mr. Hocusere. That is for the 135 people, sir, plus the consultants. 

Mr. WiaGLeswortsH. How much is there in here for consultants? 

Mr. Hocusera. A total of $320,100, sir. 

Mr. WicGieswortu. That leaves you roughly $824,000 for 135 
people; is that right? 

Mr. Hocuserc. Well, sir, in addition to the consultants’ help we 
have a provision in this estimate for $380,000 to reimburse other 
agencies for personnel that we may borrow. 

Mr. WicGLeswortn. Call it roughly $794,000 for 135 people. 

Mr. Hocusere. That is correct, sir. 

Mr. WicGLteswortu. That is pretty nearly a $6,000 average, is it 
not? 

Mr. Hocusere. Yes, sir. 


SPECIAL PROJECTS 


Mr. WicGLesworts. Then you have $300,000 for special projects. 
What are they? 

Mr. Gorriz. Special projects are those where we have special 
studies that we either develop through other departments of the Gov- 
ernment, where they do not have the funds to carry out the project; 
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but yet they have the skills to make the study for us, or else they are 
types of projects that we carry on through universities or outside 
agencies. 

Mr. WieGLteswortH. Do you have a list of the projects that vou 
have in mind, which will cost that $300,000? 

Mr. Gorrie. We have an outline of the projects; ves, sir. 

Mr. WiaGLeswortn. I wish you would furnish a list to the com- 
mittee, with the approximate amounts of each project. 

Mr. Gorrie. Fine, sir. 

(The information requested will be filed with the committee later.) 


COMMUNITY AND HOUSING FACILITIES 


Mr. WicGLeswortn. I see you are interested in adequate com- 
munity and housing facilities. Are there not various other Govern- 
ment agencies which are also interested in that field? 

Mr. Gorrir. Yes, sir. We are only concerned that, from the 
standpoint of total mobilization or war, there be facilities available 
to keep the economy going to support the war effort. Our concern is 
only security. 

RELOCATION OF INDUSTRY 


Mr. WicGLeswortnu. You are studying the matter of the strategic 
relocation of industry? 

Mr. Gorrie. Yes, sir. 

Mr. WicGLteswortx. How much of a job is that? How many 
people do you have making that study? 

Mr. Gorrizr. We have actually on our staff about 10 people 
engaged in that particular study. However, we are working with 
the Office of Defense Mobilization and the Defense Department 
directly in making that study. 


COMMUNITY AND HOUSING FACILITIES 


Mr. WicGLeswortn. How many people are engaged in adequate 
community and housing facilities? 

Mr. Gorris. At the present time we do not have anyone directly 
working on that area. 

Mr. Wigeieswortn. Do you plan to in 1952? 

Mr. Gorrirg. Yes, sir. 

Mr. WicGLeswortx. How many, roughly? 

Mr. Gorrie. I would say it would not be in just that area. In 
our Manpower Office we would estimate approximately 15. Man- 
power covers manpower, health, and housing and community facilities. 


VOLUNTARY DISPERSION 


Mr. WicGLeswortH. You are working on voluntary dispersion. Is 
that distinct from the relocation of industry? 

Mr. Gorriz. No, sir; that is the same thing. 

Mr. WicGLesworts. Part of the same? 

Mr. Gorrie. Yes, sir. 
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MAINTENANCE OF ESSENTIAL SERVICES 


Mr. WiacieswortH. Then you plan to work on the maintenance 
of essential Government services in case of attack. 

Mr. Gorriz. That is all a part of the same security type of pro- 
gram. 
CENSORSHIP 


Mr. WiecLteswortH. Then you plan to work on keeping in a state 
of readiness certain plans, such as censorship of wartime communica- 
tions. 

Mr. Gorrie. At the present time we have on that one man and 
one secretary, on censorship. 

Mr. Wiae.tesworts. What do you have to maintain in a state of 
readiness there? 

Mr. Gorriz. On censorship, in the event we were attacked you 
have to have it in force in a matter of hours. The quicker the better, 
because it prevents the enemy from knowing the destruction he may 
cause on your country. 

Mr. Wiceieswortu. If you know what you are going to do, do 
you have to have personnel to maintain it in a state of readiness? 

Mr. Gorrisz. The person who maintains it keeps in touch with the 
military, and sees that the personnel work is done. The military 
handles the bulk of it, but we have to know the current status in order 
to advise the President. Our employee also works on other problems 
as well as censorship, but that is one of his specific assignments. 


ASSISTANCE OF OTHER DEPARTMENTS 


Mr. WiceGLteswortH. You say that during the first years of its 
existence the Board, with the assistance of other departments of 
Government, has spent a great deal of time and effort in reorganizing, 
assembling, and evaluating records of World War II experience. 
What does that mean? 

Mr. Gorrie. That is mainly through our library and records 
management program. We pulled together the World War II files 
and records. 

Mr. WiaGLeswortu. It seems to me that we have been appro- 
priating money for years here to agency after agency to assemble 
and evaluate its World War II experience. I was just wondering 
how this Board came into the picture. 

Mr. Gorris. For a mobilization library and records system that 
was a normal function when we were first getting established. No 
substantial amount of work is now being done on these records. 
The Resources Board library, which previously had been the War 
Production Board library, and the records people were then getting 
the library and records systems established. 

Mr. WicGLeswortH. How many people have been working on this 
type of activity? 

Mr. Gorriz. Approximately 13 in the entire library and records 
area; no one now specifically on World War II records. 

Mr. Wiaeieswortu. That is all, Mr. Chairman. 

Mr. Scrivner. | have no questions. 
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BACKGROUND OF STAFF MEMBERS 


Mr. Suepparp. I should like to ask a final question of these gentle- 
men. Mr. Endler, how long have you been in Government service? 

Mr. Enp Er. Since 1935. 

Mr. SHepparp. In what departments? 

Mr. Enpuer. With the Department of the Interior; then the 
Foreign Economic Administration and with the National Resources 
Planning Board, in the executive offices and with the United States 
Employment Service. 

Mr. SHepparp. Mr. Kunen, I should like to address the same 
inquiry to you. 

Mr. Kunen. I joined the Government at the beginning of 1948, 
when the Resources Board was first established, as assistant ge neral 
counsel; subsequently I became associate general counsel and ‘after a 
year’s absence I returned to the Board as ‘general counsel. Between 
1942 and 1946 I was on active duty in the “Army. 

Mr. Suepparp. Mr. Hochberg, what has been your experience? 

Mr.-Hocuperc. I have been in Government service since 1937 in 
various departments. I have worked for the Treasury Department, 
the Railroad Retirement Board, the Office of Price Administration, 
the Department of Commerce, the Department of the Air Force, and 
the National Security Resources Board. I was on active duty with 
the Air Force between 1943 and 1945. 


ANALYSIS OF ECONOMIC CONTROL PROBLEMS 


Mr. Suepparp. How much effort was devoted, if you know, to 
research into whether or not we should have complete controls in 
this country effective as of a specific date, in order to protect the 
expenditures that are appropriated for by the Congress for military 
procurement or other purposes of like character? 

Mr. Gorrie. Are you speaking of economic controls? 

Mr. SHEPPARD. Yes, sir. 

Mr. Gorrie. I would like to have Mr. Endler answer that, if he 
will. 

Mr. Suepparp. Any one of you gentlemen, if you have the answer. 

Mr. Enpuer. | do not know the exact amount of money that was 
spent for that purpose. 

Mr. SHeprarp. No;] am not asking for the amount of money spent, 
but I am asking what research has been done, if any, in order that 
recommendations might be made to the White House as to the type 
of controls that should be used in the United States, under the so-called 
expanded war program, with which we are presently confronted? 

Mr. Enpier. We spent a good deal of time in developing the 
techniques of controls and the criteria under which they would be 
used. Those recommendations and studies were turned over to the 
defense agencies when they were established. 

Mr. Suepparp. I realize that the manner in which they would be 
operated does not come within your jurisdiction, but I assume that 
the premise upon which they had their origin would have fallen within 
the purview of vour division; is that right? 

Mr. Enpier. That is right. 
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Mr. Suepparp. Of course, vou gentlemen understand that for every 
$10 billion that the Congress appropriates and that is spent for 
military pyrposes, $2 billion goes down the drain because of the 
present condition of high prices, do you not? 

Mr. Enpuer. Yes, sir. 

Mr. Suepparp. No further comments. Thank you, gentlemen, for 
your appearance before the committee and the way in which you have 
responded to our interrogations. 

Mr. Gorrie. Thank you, sir. 

Mr. Manon. Thank you, gentlemen; that is all. 


WeEDNEsDAY, JuLy 18, 1951. 
NATIONAL SECURITY COUNCIL 
WITNESSES 


JAMES S. LAY, JR., EXECUTIVE SECRETARY 
EDWARD R. SAUNDERS, BUDGET OFFICER 


Funds available for obligation 








1950 actual | 1951 estimate | 1952 estimate 


Appropriation or estimate ‘ $200, 000 $160, 000 | $160, 000 
Unobligated balance, estimated savings_- see , —93, 209 —22, 500 |_.--- indies 
Total obligations : Je 106, 791 137, 500 160, 000 





Policy coordination: 


1950 - fod nde ge oe be euch linc. SROReSt 
1951 ‘ : ip os wien te Sseeiels ads. 137, 500 


1952 - _- = egiaced Siew in 6d bad Soe in eeere 160, 000 


Obligations by objects 


Object classification | 1950 actual | 1951 estimate | 1952 estimate 
Total number of permanent positions 25 25 | 25 
Average number of all employees 17 | 20 | 2 
01 Personal services: | 
Permanent positions nate ae $99, 470 $119, 144 | $140, 829 
Part-time and temporary positions : 5, 000 | 5, 000 
Regular pay in excess of 52-week base : | 1,171 
Payment above basic rates “ee 1, 284 1, 356 | 1, 000 
Total personal services _--- es ; 100, 754 125, 500 | 148, 000 
02 Travel Cebense 62 | 2, 500 | 2, 500 
04 Communication services 5 : 1, 657 2, 000 | 2, 000 
06 Printing and reproduction ms 580 | 1, 000 | 1, 000 
07 Other contractual services 651 2, 000 2, 000 
08 Supplies and materials : ‘ 3 : 1, 784 | 2, 500 | 2, 500 
09 Equipment : ; ; } 1, 303 2, 000 | 2, 000 
RT GNIINEN oS ancl cadondutens sbeneasies ‘5 106, 791 | 137, 500 160, 000 


Mr. Sikes. We will proceed to consideration of the National 
Security Council. Who is going to make the presentation? 

Mr. Lay. I will, Mr. Chairman. I am the executive secretary of 
the National Security Council. 
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Mr. Sixes. I recall we have had you before us before. 

Mr. Lay. Yes. 

Mr. Sikes. Are you ready to make a statement now, Mr. Lay? 
Mr. Lay. Yes, I shall be glad to do so. 

Mr. Sikes. We will be glad to have you proceed. 


GENERAL STATEMENT 


Mr. Lay. For the record my name is James 8. Lay, executive 
secretary, and I have with me Mr. Saunders, the budget officer. 

I appreciate this opportunity to explain the requested appropriation 
of $160,000 for the National Security Council for the fiscal year 1952. 
This is the same amount as was appropriated for fiscal vear 1951, 
although actual funds obligated during that year were slightly less than 
$125,000. This savings of approximately $35,000, however, was 
occasioned by circumstances which it is almost certain will not exist 
during the coming fiscal year. 

The Council’s membership and statutory function, I assume, are 
already familiar to you. Therefore, since the bulk ($148,000 of the 
$160,000) of the Council’s anticipated expenditures will be for personal 
services for the permanent employees of the NSC staff, it is to the 
organization and functions of this staff that I would like to direct my 
brief comments before attempting to answer any questions. 

In the budget for fiscal year 1951 it was contemplated that there 
would be a gradual augmentation of the Council’s permanent career 
staff in order to handle the progressive increase in workload. During 
the spring of last year, however, even before the Korean hostilities, 
it was recognized that the increasing Soviet threat to our national 
security and resultant world tension, would so affect the Council’s 
work that a strengthening of the NSC staff organization would be 
required, particularly as regards the members detailed to this work 
from the participating departments and agencies. Therefore, since 
the permanent staff must be designed to fit the pattern of the staff 
detailed from the participating agencies, recruitment of additional 
permanent career employees was delayed pending decision as.to the 
form of the new staff organization. 

After the attack on the Republic of Korea, there was naturally a 
sharp increase in Council activity and a consequent heavier load upon 
its staff. The President directed that the Council should meet 
weekly rather than biweekly. The president also, last July, proceeded 
to strengthen the Council’s staff organization, as had been previously 
contemplated, by designating as members of a senior NSC staff one 
official each nominated by the Secretaries of State, Defense, and the 
Treasury, the Chairman, NSRB, the Jomt Chiefs of Staff, and the 
Director of Central Intelligence. Upon the establishment of the 
Office of Defense Mobilization, a senior staff member nominated by 
Mr. Wilson was also designated by the President. Currently the 
members of this staff, headed by the executive secretary, include the 
following: 

State: Mr. Paul H. Nitze (acting until Mr. Charles E. Bohlen 
assumes this assignment) 

Defense: Mr. Frank C. Nash 

Treasury: Mr. C. D. Glendinning (acting since former Assistant 
Secretary of the Treasury William McChesney Martin became 
Chairman of the Federal Reserve Board) 
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ODM: Mr. J. Murray Mitchell 
NSRB: Mr. Gilbert C. Jacobus (acting since the resignation of 
Mr. Robert J. Smith, former Vice Chairman, NSRB) 
JCS: Rear Adm. E. T. Wooldridge, United States Navy 
CIA: Mr. William H. Jackson, Deputy Director of Central 
Intelligence 
With the continuation of the hostilities in Korea and the initiation 
of the United States defense mobilization program, the number and 
complexity of the problems before the National Security Council have 
markedly increased. Obviously, this has increased the load on the 
NSC staff, with the senior NSC staff meeting regularly two or three 
times a week and occasionally more often, as circumstances require. 


The NSC staff assistants, who devote their full time to Council staff 


work, support the senior staff and their responsibilities also have in- 
creased. Furthermore, with the tying in of the various defense agen- 
cies, not regularly represented on the Council, under the mobilization 
program, there has been a broader participation throughout the execu- 
tive branch in many Council activities, with greater care and effort 
required for the integration of many points of view into the Council’s 
advice to the President. 

In addition, there has been an increasing number of instances where 
special problems of a diverse character have been referred to the 
Council, and which have required the establishment of special or ad hoe 
committees apart from the regular staff organization. An example of 
such a Council responsibility is that provided in section 1302, Public 
Law 45 (Third Supplemental Appropriation Act, 1951). Under this 
statute certain policies were laid down by the Congress with respect to 
the provision of economic or financial assistance to foreign countries; 
but provision is made for exceptions to section 1302 by an official de- 
termination of the National Security Council that such exception is in 
the security interests of the United States. Section 1302 provides 
further that the National Security Council shall make certain reports 
to designated committees of the Senate and the House, including this 
committee. 

To perform the continuing detailed staff work for the Council, its 
Special Committee on East-West Trade, which had been established 
over a year ago to meet the requirements of section 1304, Public 
Law 843, Eighty-first Congress, second session, was directed to re- 
examine the trade pattern with the Soviet bloc of countries receiving 
United States assistance, in order to enable the Council to make 
determinations in each individual case with regard to United States 
security interests. 

The increased activities of the Special Committee on East-West 
Trade are thus characteristic of a general increase in the work of other 
special or ad hoc committees or groups, in addition to the regular 
Council staff. For instance, the Council’s two committees on internal 
security, the Interdepartmental Intelligence Conference and the 
Interdepartmental Committee on Internal Security, have increased 
their activities and reports to the Council, not only as a result of the 
mobilization program, but also by virtue of the number of complex 
projects assigned to these committees since their establishment over 
2 years ago. Another example is the recently created Psychological 
Strategy Board, which reports to the National Security Council. 
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While this general increase in staff activity during the past vear 
placed a heavier load on the Council’s s permanent career staff, it was 
not immediately clear after the Communist aggression in Korea just 
what the scope and duration of this heavy workload would be. Ac- 
cordingly, increases to the Council’s permanent staff were deferred, 
and personnel on detail from the participating departments and 
agencies were utilized until the pattern could be seen more clearly. 
Within the past 6 months, as the workload continued, for reasons apart 
from the particular Korean situation, recruitment was again initiated 
for additional career personnel. 

Here, too, difficulties were encountered, in view of the fact that 
many eligible young men were subject to the draft. Delay in recruiting 
was also caused by the necessity of finding properly qualified persons, 
and by the lengthy process for complete security clearance of prospec- 
tive employees before they were hired. 

Despite these deferments and delays, which account for the savings 
of $35,000 realized during fiscal year 1951, the recruitment program 1s 
now partially completed. At the beginning of fiscal year 1952 the 
Council has 19 permanent staff employees, with two vacancies which 
should urgently be filled when appropriations are available and for 
which personnel are now borrowed from the Central Intelligence 
Agency to perform the necessary clerical work. Consequently, it can 
fairly be said that there are now 21 persons actually on duty in the 
career NSC staff, compared with an average of 18 employees during 
fiscal year 1951 and a requested authorization for fiscal year 1952 of a 
maximum of 25 employees, or an average number of 23.2. Specifically, 
there are now on duty: 

Five out of seven staff members and all three research analysts, 
although these have been employed at a grade lower than 
authorized with a prospect of promotion as soon as their 
performance and experience justify it; 

Five out of six administrative assistants; 

Eight out of nine clerical personnel, including the 2 vacancies 
temporarily filled by CIA personnel. 

In view of this personnel situation, therefore, I sincerely believe 
that the request which you have before you is both a reasonable and a 
realistic estimate of the requirements for the staff activities of the 
National Security Council. Based on past experience, I think that 
you can be assured that the expenditures of the Council will be made 
as prudently as possible without detriment to the vital work of the 
Council. It is doubtful, however, that, even with such prudent ad- 
ministration, the staff work for the Council can be effectively per- 
formed during this fiscal year with an appropriation less than the 
$160,000 requested. 

SUMMARY BUDGET DATA 

Mr. Sikes. We will insert pages 1 to 10 of the justifications at this 
point. 

(The matter referred to is as follows:) 


NATIONAL Securiry Councit BupGetr JUSTIFICATION, FiscaL YEAR 1952 


The National Security Council was established pursuant to Public Law 253, 
title I, section 101, Eightieth Congress, approved July 26, 1947, as amended by 
section 3 of Public Law 216, Eighty-first Congress, approved August 10,1949. By 
Reorganization Plan No. 4, effective August 20, 1949, the Council was trans- 
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ferred to the Executive Office of the President. The statutory function of the 
Council is to advise the President with respect to the integration of domestic, 
foreign, and military policies relating to the national security so as to enable the 
military services and other departments and agencies of the Government to co- 
operate more effectively in matters involving the national security. The Council 
is composed of the President, the Vice President, the Secretary of State, the 
Secretary of Defense, the Chairman, National Security Resources Board, and 
the Secretaries and Under Secretaries of other executive departments and of th 
military departments, the Chairman of the Munitions board, and the Chairman 
of the Research and Development Board, when appointed by the President by 
and with the advice and consent of the Senate, to serve at his pleasure. At the 
direction of the President, Council meetings are also attended by the Secretary of 
the Treasury, the Director of Defense Mobilization, the Chairman, Joint Chiefs 
of Staff, the Director of Central Intelligence, the special adviser to the President 
for foreign affairs (Mr. Harriman), and the special consultant to the President 
(Mr. Souers). In addition, at the President’s direction, the heads of other depart- 
ments and agencies attend Council meetings when matters are under considera- 
tion of direct concern to them. The statute also provides that the Council shall 
have a staff headed by a civilian executive secretary appointed by the President, 
with such other personnel as may be authorized by the Council. In addition, the 
Central Intelligence Agency is, by law, under the direction of the Council. 

The concept of the National Security Council is that of a Cabinet level advis- 
ory staff for the President on all major policies affecting the national security. 
Accordingly, the Council performs its functions of advising the President by sub- 
mitting for his consideration policy recommendations representing an integrated 
assessment and appraisal of our over-all objectives, commitments, and risks in 
the light of our military and other capabilities. These recommendations repre- 
sent the coordination of the various points of view of all appropriate executive 
departments and agencies. 

Since its organization in September 1947, the Council has charged its staff, 
under the direction of the executive secretary, with the preparation, as directed 
or on its own initiative, of draft reports and studies for Council consideration as 
a basis for recommendations to the President. The staff is also charged with 
preparing agenda; briefing the presiding officer and, when requested, other mem- 
bers; arranging for, attending, and recording the actions of the Council: acting as 
the official channel of communication and liaison between the Council and other 
Government agencies; and circulating papers for information or consideration 
after insuring that they are appropriately of concern to the Council 

The staff has consisted of a combination of a nucleus of permanent career 
Council employees, for continuity and coordination, and of officials detailed from 
the participating departments and agencies, as a means of marshaling the resources 
of those departments and agencies. Based on previous experience, the President 
has recently strengthened this staff organization by designating as members 
of a senior NSC staff six officials nominated by the Secretaries of State, De- 
fense, and the Treasury, the Chairman, National Security Resourees Board, 
the Joint Chiefs of Staff, and the Director of Central Intelligence. It is eon- 
templated that an additional member nominated’ by the Director of Defense 
Mobilization will also be designated by the President. This high level staff 
group, headed by the executive secretary, is aided in the performance of its 
function by a group of nine staff assistants who are also detailed from the participat- 
ing departments and agencies, headed by a Coordinator on the permanent Council 
staff. In addition, the senior staff occasionally establishes other subordinate 
staff groups for particular projects. Representatives, when appropriate, from 
other departments and agencies participate in the work of the NSC staff. 

Since the attack on South Korea, Council meetings have been increased from 
two a month to one a week. The new senior NSC staff now schedules three 
regular meetings each week with special or practically continuous meetings when 
the occasion requires. In addition, the daily activity of the staff assistants has 
naturally increased considerably in support of the greater activity of the senior 
staff. This expansion and intensification of the Council’s activities has been 
handled temporarily through special arrangements for administrative assistance 
from other agenc es. Since it is now apparent that this additional workload will 
continue, personnel are being recruited which will bring the total number of 
permanent Council employees up to the strength authorized under existing appro- 
priations. 

An appropriation of $160,000 was approved for fiscal year 1951. Of this amount 
it is estimated that there will be a savings of $22,500 which is due to lapse in 
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employment and a reduction in travel requirements. It has been the practice 
of the Council to obtain assistance from other Government agencies to handle 
peak loads. Consequently, the permanent staff of the Council has not been 
filled to authorized strength. However, since the Korean situation the workload 
has increased to such an extent that it is essential to fill all vacancies as soon as 
qualified personnel can be recruited and security cleared. It is estimated that 
the 25 positions will be filled by June 30, 1951. 

The estimated budget requirements for fiscal year 1952 amount to $160,000, 
the same as appropriated for fiscal year 1951. The saving of $22,500 in fiscal year 
1951 is offset in fiscal year 1952 by an increase in average employment, pay in 
excess of 52 weeks, and within-grade salary advancements. A breakdown of 
actual and estimated obligations by fiscal year and by object class follows: 


ae Actual, Estimate, | Estimate, Be SBS 

Object 1950 1951 1952 Increase 
01 Personal services___-._..-- i ; $100, 754 $125,500 | $148, 000 22, 500 

02 Travel_. 45 SPE SERA MEE EE Cae ae | 62 | 2, 500 | 2, 500 

04 Communication services_..............-.-.-.-.---- 1, 657 | 2,000 | LS ares 
06 Printing and reproduction. = ee 580 | 1,000 | = f PRRs 
07 Other contractual services ee apna 651 | 2,000 | i” TS See 
08 Supplies and materials_-____- BE, ae ms 1, 784 2, 500  Vsuhie sn cones 
OR Menmennet Soo oe) oes a Fe eas | 1, 303 | 2,000 | $0004 cs... 
Mt sonal icone eas ot) 3: 7 | 137,500 | 160, 000 | 22, 500 


Funds available for obligation 
ae | Estimate, Estimate, 
Actual, 1950 195 1952 


FOR DIRECT OBLIGATIONS 


Appropriation or estimate $200, 000 $160, 000 $160, 000 
Unobligated balance, estimated savings tate ‘ | —93, 209 | —22, 500 |__. eho des 
Total obligations ae TI : 3 106, 791 137, 500 160, 000 


EXPLANATION OF APPROPRIATION LANGUAGE CHANGES 


The following changes in the appropriation language for the National Security 
Council have been made to conform with provisions of law as amended by Public 
Law 830, Eightieth Congress, approved September 23, 1950: 

[personal services in the District of Columbia;]—The provision of law which 
originally prohibited the employment of personal services at the seat of govern- 
ment unless specifically authorized in the appropriation concerned has been 
repealed by section 7, Public Law 830, Eightieth Congress. 

{printing and binding; payment of tort claims pursuant to law (28 U.S. C. 
2672:)J—tThe provisions of law which required that expenditures for printing 
and binding be charged to appropriations made solely for that purpose, and that 
the annnal estimates for appropriations include sums ‘“‘for printing and binding, 
to be executed under the direction of the Public Printer’? has been repealed by 
section 6 of Public Law 830, Fightieth Congress. Also, the provision of !aw which 
required specific authorization for payment of tort claims has been repealed by 
section 9 of Public Law 830, Eightieth Congress. 
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Detail of personal services 





| 
| Actual, 1950 Estimate, 1951 | Estimate, 1952 




















\Num-| Total |Num-| Total |Num-| Total 
| ber salary ber | salary | ber salary 
} } | 
| 
Departmental: | | | 
Positions at rates in excess of $14,000: Executive | | | j 
secretary - -- a al ie wale a cli oh She i ten ae 1 | $15,000 1 $15,000 | 1.0 $15, 000 
General schedule grades: } | 
Grade 17. Range of $12,200 to $13,000: Deputy | | | | 
executive secretary Asa inthe . ty + ie 1 12,200 | 1.0 12, 400 
Grade 15. Range of $10,000 to $11,000: | | | 
Assistant executive secretary ___._.___-- | 1; 10,750 1 10,750 | 1.0] 11, 000 
eS FERRO A PEE ee, 1/ 10,000 1 10,000 | 1.0 | 10, 250 
Internal-security representative_........__| 1] 10,500 1 10,500 | 1.0 10, 750 
BO ES ey eres Cee a Pewee | 1 10,000 | 1.0 10, 000 
Grade 14. Range of $8,800 to $9,800: Staff | | 
member ree Pe ae a) EY eee Ene s 1 8,800 | 1.0] 8, 800 
Grade 13. Range of $7,600 to $8,600: Chief, | | 
research analyst ; aoe iis 1 7, 600 1.0 7, 600 
Grade 12. Range of $6,400 to $7,400: Research | 
analyst Se eee ee TiS Re eee 1 6, 400 1.0 6, 400 
Grade 11. Range of $5,400 to $6,400: Research | | 
analyst 1 | 5, 600 1 5,800 | 1.0 | 5, 800 
Grade 9. Range of $4,600 to $5,350: Adminis- | | 
trative assistant Pe & 1 4, 850 1 4,975 | 1.0 5, 100 
Grade 7. Range of $3,825 to $4,575 1 4, 325 3 12,100 | 3.0 12, 475 
Grade 6. Range of $3,450 to $4,200 i 1 : 2 7,300 | 2.0 7, 525 
Grade 5. Range of $3,100 to $3,850____ 5 5 16,625 | 5.0 17, 250 
Grade 4. Range of $2,875 to $3,355___._.__- 1 | 3 | 8, 625 3.0 , 865 
Grade 3. Range of $2,650 to $3,130... __- 2 
Crafts, protective, and custodial grades: } 
Grade 4. Range of $2,450 to $2,930._._____- 1 2, 690 1 2,770 1.0 2, 850 
Total permanent, departmental_.______- ‘ 18 105, 325 25 149,445 | 25.0 | 152,065 
Deduct lapses oy er 1 5, 855 5 30, 301 1.8 11, 236 
Net permanent, departmental (average number, | 
net salary) tian dade 17 99, 470 20 119, 144 | 23.2 140, 829 
Part-time and temporary positions: Temporary em- 
ployment : : - . 5,000 |... 5, 000 
Regular pay in excess of 52-week base : : ne) & 1,171 
Payment above basic rates: Overtime and holiday 
pay a pee 2 72 4, 1, 284 . 1, 356 1, 000 
01 Personal services ‘ : : 100, 754 125, 500 148, 000 


Justification of estimates—Other objects, fiscal year 1952 


02 Travel (for attendance at conferences, meetings, etc., dealing with 


national security both domestic and foreign) - $2, 500 
04 Communication services (for local telephone service, toll calls; 
telegraph and cable charges) - ; : : ..,. 2,000 


06 Printing and reproduction (for printing letterheads and _ special 
forms; printing, binding, and reproduction of reports and other 
items) __- .. 1,000 
07 Other contractual services (for security investigations by the FBI; 
building maintenance and alteration; storage, servicing and repair 
of one automobile, tort claims, and other contractual services) _ - 2, 000 
08 Supplies and materials (for administrative and office supplies, sub- 
scriptions to periodicals; books, maps, charts; gas and oil, auto- 


motive parts for minor repairs 2, 500 
09 Equipment (for general office equipment, safes, etc.) —- 2, 000 








Total, other objects. 


Be an 12, 000 
FUNCTIONS OF COUNCIL 


Mr. Sikes. Mr. Lay, would you, for the purpose of completing 
the record, give us in brief the functions of the National Security 
Council? 

Mr. Lay. The function, the statutory function, of the National 
Security Council is to advise the President with respect to the inte- 
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gration of foreign, domestic, and military policies relating to the 
national security. 

It is now a part of the Executive Office of the President, and in 
effect the members recommend to the President the national security 
policies which they think this country should have. 

Mr. Srxes. In order that we may have a further clarification of its 
activities, will you give us some examples of the sort of jobs that 
have been done in the past 12 months, or any matters that are now 
being considered, and some of the recommendations that have come 
from the Council. You may do that either on or off the record. 

Mr. Lay. I would like to explain on the record that the agenda 
and the recommendations are normally classified, almost invariably 
classified, for security purposes. 

Mr. Sikes. From that point, I suggest that you go off the record 
and give us examples of what has been done, and what you expect 
to do in fiscal year 1952. 

Mr. Lay. May I just make one other point on the record? - 

Mr. Sixes. Yes. 

Mr. Lay. I am the executive secretary, not the authorized spokes- 
man for the Council on policies. 

Mr. Taser. Who is? 

Mr. Lay. The President of the United States, as Chairman; since 
the purpose of the Council is, as a staff agency, to submit its recom- 
mendations as to what is on the Council’s agenda to the President 
for decision. 

Mr. S1xes. Do you feel that you have the authority to comment on 
the recommendations of the Council? 

Mr. Lay. I think I could off the record give you some examples 
that might be helpful. 

Mr. Sixes. I suggest that you do that. 

(Off-the-record discussion. ) 


REDUCED EXPENDITURES—1951 


Mr. Sikes. What were the conditions that made it possible to 
operate on less than the $160,000 appropriated for fiscal year 1951? 

Mr. Lay. As I explained in my general statement, we had con- 
templated last year building up to the authorized strength of 25. 
However, with a small staff of that nature, and working as its prin- 
cipal job as what may be termed a catalyst to help the various de- 
partments and agencies to get together and report on recommenda- 
tions — 

Mr. Stxes. Then the principal reason for spending less money was 
due to the fact you did not have the anticipated personnel? 

Mr. Lay. We did not have the personnel, and because there were 
changes taking place in the form of the staff organization from the 
departments with whom we deal, and since the permanent staff must 
fit into the pattern of the staff from the departments, I postponed the 
recruitment of personnel until there was more certainty as to what 
the form of the staff organization would be. 

Then with Korea, not knowing what the workload or the type of 
work would be under those circumstances, I held off on the recruitment 
until the facts had become more clearly known. 
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PERSONNEL 


We began the last fiscal year 1951 with 17 permanent employees, 
out of the authorization for 25. 

Mr. Sikes. How many did you end the last fiscal year with? 

Mr. Lay. We had, at the end of the last fiscal year, actually 19. 
But in addition to that we have two clerical personnel on detail from 
another agency who will be transferred as soon as funds become 
available. ’ 

Mr. Sikes. How many do you want to have on board at the end 
of fiscal year 1952? 

Mr. Lay. Twenty-five. 

Mr. Stkus. Will you be able to continue to operate without the 
additional employees, with the same level of activity as last year? 

Mr. Lay. I do not believe so. As you can imagine, the work of the 
Council under present world conditions has increased. As a tempor- 
ary expediency, so to speak, we did borrow people from participating 
departments. 

Mr. Sikes. How many people did you borrow? 

Mr. Lay. We actually have on detail—I have the exact number here 
somewhere. 

Mr. Sikes. Supply that for the record. 

Mr. Lay. Yes. 

(The information requested follows:) 

We currently have working regularly with the senior NSC staff, on detail from 
the participating departments and agencies, 18 people. This does not, of course, 
include people who may be detailed from time to time to work on special or ad hoe 
committees or groups for specific projects. For example, there are 11 people from 
the various departments and agencies on the Special Committee on East-West 
Trade. In addition, there are four members each on the Interdepartmental 
Intelligence Conference and the Interdepartmental Committee on Internal 
Security. . 

Mr. Lay. Now as to the permanent career staff, we really have 21 
on duty in the permanent staff, with 2 vacancies filled by borrowed 
personnel. 

That ae. with the r requested total of 25, and an estimated 
average over the fiscal year of 23. 

Mr. Manon. This is just an organization to assist the President 
as chairman of the National Security Council? 

Mr. Lay. Yes. 

Mr. Stkxes. Any further questions? 

Mr. Taser. I wonder if you could give me just a little information 
as to how much appropriation you had last year? 

Mr. Lay. $160,000. ; 

Mr. Taser. How much of that have you actually spent; and I 
do not mean the estimated amount? 

Mr. Saunpers. $123,345 is the total obligation. 


ATTENDANCE AT MEETINGS OF COUNCIL 


Mr. Taser. How do you operate this set-up in the meetings of 
this Council? 
Mr. Lay. The Council meets once a week and is attended by the 
President, the Vice President, the Secretary of State—— 
Mr. Taser. Are they there? 
84328-—51—-pt. 1——6 
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Mr. Lay. Yes, always; if they are in town, they are personally 
in attendance. 

Mr. Taser. The President, the Vice President, the Secretary of 
State, and who else? 

Mr. Lay. The Secretary of State, the Secretary of Defense, the 
Chairman or the Acting Chairman of the National Security Resources 
Board. Those are the statutory members. In addition to that, at 
the President’s direction, the Secretary of the Treasury and the 
Director of Defense Mobilization alsé attend all the meetings and 
participate with the Council in its consideration of all subjects before it. 

In addition, at the Council meetings as advisory staff to the Council 
and to the President are Mr. Harriman and Mr. Sidney W. Souers, 
consultant to the President, formerly executive secretary of the 
Council. General Bradley attends as Chairman of the Joint Chiefs 
of Staff who are the principal military advisers to the Council, by law. 
General Smith, Director of Central Intelligence, attends all Council 
meetings as intelligence adviser as the law states; and I attend 
as secretary. 

Mr. Taser. The Council discusses certain problems that are before 
the Government; is that it? 

Mr. Lay. Yes. 

Mr. Taser. They act as a sort of committee of the Cabinet? 

Mr. Lay. In this field of national security, yes; it is in effect a com- 
mittee of the Cabinet. However, some of the members are not 
Cabinet members. 


INTEGRATION OF FOREIGN AND MILITARY POLICIES 


Mr. WicGLeswortH. You said that your organization was designed 
to integrate the policies of the various departments involved; is that 
right? 

Mr. Lay. Yes, sir; and make recommendations to the President. 

Mr. Wiaeieswortu. Is this the organization which has been re- 
sponsible for the integration of our foreign and military policies? 

Mr. Lay. Yes, sir; in terms of recommendations to the President, 
sir. I keep saying that to make clear that the Council is not the 
final policy-making body. It is the President’s decision whether he 
accepts or rejects the recommendations of the Council. 

Mr. WicGLeswortn. But you have in fact made recommendations 
which have led to the policy of what you refer tg as the integration 
between our foreign policy and our military policy? 

Mr. Lay. Yes, sir. 

EAST-WEST TRADE 


Mr. Wiacieswortu. You refer as a major activity apparently to 
work in connection with east-west trade; is that correct? 

Mr. Lay. That is just used as one example of the type of work, sir. 

Mr. WicGLeswortH. How many people have been engaged in that? 

Mr. Lay. We have, sir, in addition to the Council members, of 


course—— 

Mr. WiaGLeswortuH. | am asking how many people have been 
engaged in this study of east-west trade in your set-up. 

Mr. Lay. I would have to add up, sir, the members of the Council, 
the members of the senior staff, and a special committee. 
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Mr. WiecGLeswortH. What have they been doing? East-west 
trade is studied in detail by Government agencies both abroad and 
at home, is it not? 

Mr. Lay. Yes, sir. 

Mr. WicGLeswortH. What does your set-up do about it? 

Mr. Lay. They have kept up with it ever since, in fact, the estab- 
lishment of an export control policy. 

Mr. WigGLeswortu. Export control is run by the Department of 
Commerce, is it not? 

Mr. Lay. Yes, sir. 

Mr. WigGLeswortu. What does your agency have to do with ex- 
port control? 

Mr. Lay. Well, sir, | should explain that whenever a subject of 
that nature is handled by the Council the President normally has in 
the responsible Cabinet member to participate with the Council. 
Since the export control policy was designed principally to safeguard 
our national security it was a subject of recommendation by the 
Council, sir. 

Mr. WieGieswortu. I should have supposed that if there were an 
important question on export control to be determined it would be 
settled by the cabinet on the recommendations of the Department of 
Commerce. 

Mr. Lay. The Council studied it on the basis of a recommendation 
by the Secretary of Commerce, sir. It was at his initiative. 

Mr. WicGLeswortH. You refer to great expansion in your work 
as a result of two committees. One is the Interdepartmental Intelli- 
gence Conference. 

Mr. Lay. May I, sir, attempt to answer one question you asked 
earlier about East-West trade? 

Mr. WiaGcieswortn. | thought you had already answered that. 

Mr. Lay. I merely wanted to make the point that through the 
steff of the Council the entire Council has kept under continuous 
scrutiny the actual form and nature of this East-West trade and has, 
on frequent occasions, recommended to the President the policies 
which are necessary to adopt in the interest of our national security. 

Mr. WiGGieswortH. Would you merely pass on to the President 
recommendations made by some Cabinet officer or by some one or more 
of our representatives overseas? What can your organization con- 
tribute to the study of the East-West trade? That is what I am 
trving to get at. 

Mr. Lay. Primarily pulling together all the information on the sub- 
ject and all the recommendations that are available in the executive 
branch of the Government in order to present to the entire Council 
membership and particularly to the President a complete picture of 
that situation, sir. It is a coordinating body, an integrating body. 
It does not add to but it does pull together the views and facts from 
all the departments on any subject such as that. 


INTERDEPARTMENTAL INTELLIGENCE CONFERENCE 


Mr. Wige.ieswortrH. What is meant by your committee referred 
to as the Interdepartmental Intelligence Conference? 

Mr. Lay. That is composed, sir, of the investigative arms of the 
Government in the field of internal security; namely, the Director of 
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the Federal Bureau of Investigation and the heads of security of the 
three armed services. 

Mr. WicGLeswortnH. What can it contribute in that field which is 
not already covered by the Central Intelligence Agency? 

Mr. Lay. This is in the field of internal : security, sir. This is do- 
mestic internal security which by law the Central Intelligence Agency 
is not authorized to engage in. 

Mr. WigG_eswortn. What can it contribute in that field which is 
not already covered by the Federal Bureau of Investigation? 

Mr. Lay. The Federal Bureau of Investigation is a participant in 
this work. This provides a means by which the Federal Bureau of 
Investigation and the armed services work together in that field, sir. 


INTERDEPARTMENTAL COMMITTEE ON INTERNAL SECURITY 


Mr. WiacieswortH. What is meant by your Interdepartmental 
Committee on Internal Security as distinct from what you have just 
been telling us? 

Mr. Lay. The Interdepartmental Intelligence Conference is com- 
posed of the investigative groups in the field of internal security. 
The Interdepartmental Committee on Internal Security is composed 
of the people having all other fields of responsibilities for internal 
security. 

Specifically, the membership of that committee is composed of a 
special assistant to the Attorney General, the Director of the Office 
of Controls of the Department of State, the Director of the Continen- 
tal United States Defense Planning Group of the Department of 
Defense, and the Chief Coordinator of the Treasury enforcement 
agencies, sir. 

PSYCHOLOGICAL STRATEGY BOARD 


Mr. WicGieswortH. What is the recently created Psychological 
Strategy Board? 

Mr. Lay. The Psychological Strategy Board, recently created by 
directive of the President and reporting to the National Sec urity 
Council, was established with the responsibility for the formulation 
and promulgation, as guidance to the departments and agencies 
responsible for psychological operations, of over-all national psycho- 
logical objectives, policies, and programs and for the coordination and 
evaluation of the national psychological effort. 

Mr. WicGLeswortu. What do you mean by the “national psycho- 
logical effort?” 

Mr. Lay. That encompasses all such activities as the foreign infor- 
mation activities in the Department of State, the Voice of America 
activities; and it encompasses similar foreign psychological activities 
conducted by the Department of Defense, for instance those in a 
theater of operations such as in Korea. It encompasses some activities 
of the Economic Cooperation Administration in its information pro- 
grams overseas, explaining the purposes of its work. 

Mr. WiaGieswortH. How many people are on this Board? 

Mr. Lay. There are three members of the Board. 

Mr. WiaGieswortH. Who are they? 

Mr. Lay. The Under Secretary of State, the Deputy Secretary of 
Defense, and the Director of Central Intelligence. 
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Mr. WicGLeswortaH. Have they done anything to date? 
Mr. Lay. Other members are added as required. 
Mr. WiaGLeswortuH. Have they done anything yet? 

a hl . s : ts mH) 
Mr. Lay. They have just been organized, sir. They have had some 
meetings. The staff has not yet been completed. Mr. Gordon Gray, 
the former Secretary of the Army, has been designated as Director 
under the Board to perform the staff work for the Board, on a regular 
basis. 


BACKGROUND OF STAFF MEMBERS 


Mr. WiaecLeswortnu. | wish you would supply for the record the 
names and the background of each of those en your staff who are 
drawing, $3,000 or more; grade 5 or above. 

Mr. Lay. Name anda brief personal history, sir? 

Mr. WiceGiesworts. Yes; name and background material, and 
also present position and salary. 

Mr. Saunpers. Did I understand you to say grade 5 and above, sir? 

Mr. WicGLeswortn. Yes. That is all, Mr. Chairman. 

(The information requested was furnished the committee.) 

Mr. Srkxes. Any further questions, Mr. Taber? 

Mr. Taper. No. 

Mr. Srkxes. Thank you very much, gentlemen. We are glad to 
have your presentation. 

Mr. Lay. May I make one point, sir? 

Mr. Sixes. Yes. 

Mr. Lay. I would like to explain that we have tried throughout 
the almost 4 years of existence of the Council to retain only a necessary 
small staff to work for the Council and to employ personnel only as 
the need has been shown. 

I think, based on that experience, that I can assure you that any 
appropriations will be prudently used, sir. I sincerely believe, with 
the international situation and the threats and problems involved in 
our national security, and the important work of the National Security 
Council in advising the President on that subject, that the requested 
appropriation is a minimum during the coming year which will allow 
an effective job to be done of assisting the Council in its work, sir. 
It will be prudently spent, however. 

Mr. Stxes. The committee is very glad to have that information. 
Thank you both. 

Mr. Lay. Thank you, sir. 
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Tuespay, Juty 17, 1951. 
OFFICE OF THE SECRETARY OF DEFENSE 
WITNESSES 


OFFICE OF THE SECRETARY OF DEFENSE 


RALPH N. STOHL, DIRECTOR OF ADMINISTRATION 

J. R. LOFTIS, ASSISTANT FOR ADMINISTRATION 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 
W. A. COMER, CHIEF, BUDGET BRANCH 


RESEARCH AND DEVELOPMENT BOARD 


DR. 8. D. CORNELL, ACTING EXECUTIVE SECRETARY, RESEARCH 
AND DEVELOPMENT BOARD 


Funds available for obligation 


1950 actual | 1951 estimate | 1952 estimate 


Appropriation or estimate _ - $11, 450,000 | $12,300,000 | $14, 800, 000 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent year) - - : —1, 298, 004 
Total obligations Samaria : 10, 151, 996 12, 300, 000 14, 800, 000 


Obligations by activities 





Description 1950 actual | 1951 estimate | 1952 estimate 

1. Office of the Secretary activities $3, 455,934 | $3, 509, 300 $4, 637, 100 
2. Joint Chiefs of Staff and military activities 1, 302, 567 1, 662, 600 2, 143, 400 
3. Munitions Board and industrial activities 2 3, 619, 743 | 5, 187, 800 6, 073, 000 
4. Research and Development Board activities_ --- ; 1, 773, 752 1, 940, 300 1, 946, 500 
Total obligations...._______- ae ae Ta ee : 10, 151, 996 12, 300, 000 14, 800, 000 


Obligations by objects 








Object classification 1950 actual | 1951 estimate | 1952 estimate 
Total number of permanent positions a, : 1, 581 2, 090 2, 091 
Full-time equivalent of all other positions_- 15 34 54 
Average number of all employees ‘ 1, 447 1,739 2, 036 
01 Personal services | 
Permanent positions : : $7, 060, 935 $8, 433, 600 $10, 294, 668 
Part-time and temporary positions 192, 045 427, 200 629, 000 
Regular pay in excess of 52-week base 20, 356 |....-. 40, 232 
Payment above basic rates ans 101, 663 348, 400 512, 000 
Total personal services 7, 383, 999 9, 209, 200 11, 475, 900 
__e ara ee * 7 451, 158 646, 100 880, 500 
03 Transportation of things wen 1, 305 6, 000 5, 990 
04 Communication services ~ 146, 574 203, 900 274, 600 
05 Rents and utility services_- : 12, 235 50, 500 76, 500 
06 Printing and reproduction = 4 574, 733 | 661, 700 780, 200 
07 Other contractual services... caiail 1, 099, 353 928, 900 854, 000 
0&8 Supplies and materials 152, 246 202, 900 254, 700 
09 Equipment. ___- = midab 330, 393 380, 000 165, 600 
15 Taxes and assessments i Sena cmadt teed 10, 800 32, 100 
Total obligations___. mista 10, 151, 996 12, 300, 000 14, 800, 000 
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Mr. Manon. The committee will please come to order. 
We are pleased to have with us this morning Mr. Ralph N. Stohl, 
Director of Administration for the Office of the Secretary of Defense, 
and his associates. Mr. Stohl, we would be glad to hear from you at 
this time. 
Mr. Strout. Thank you, Mr. Chairman. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, in addition to the 
immediate Office of the Secretary of Defense, the funds requested 
under the appropriation “Salaries and expenses, Office of Secretary of 
Defense,’ include the civilian salaries and other expenses incident to 
the administration of the Joint Chiefs of Staff and Joint Staff, the 
Munitions Board, the Research and Development Board, the Military 
Liaison Committee to the Atomic Energy Commission, and the United 
States portion of the permanent standing group of the North Atlantic 
Treaty Organization, together with other agencies which have been 
established to assist the Secretary in carrying out his responsibilities 
in specific fields, such as weapons evaluation, medical policies, military 
traffic management, and guided missiles. 

In a sense, this past year has been a test of the effectiveness of these 
organizations, created by the National Security Act, to undertake the 
measures required for a rapid but orderly expansion of our military 
and industrial potential. It has been a period of readjustment and 
realinement of programs and program objectives. New activities have 
been added to undertake new functions required under present con- 
ditions, procedures have been streamlined, emphasis has been given 
to projects of the highest priority, and the staff has been strengthened 
with the addition of a few outstanding men from industry. 

For example, Mr. K. T. Keller, president of the Chrysler Corp., 
has been brought in to expedite the transition of guided-missiles de- 
velopment to production in order to reduce the time within which the 
best prototypes of this new weapon may be available. 

Mr. E. G. Plowman, vice president of United States Steel for traffic 
management, was asked to assist in the development of plans to. coor- 
dinate traffic management activities in the Department of Defense. 
Under his guidance, the traffic management service has been estab- 
lished, and considerable progress has been made toward the integra- 
tion of traffic management activities of the Departments of Army, 
Navy, and Air Force. 

Mrs. Anna Rosenberg was asked to serve as Assistant Secretary of 
Defense, with responsibility for the manpower and personnel activities 
of the Department of Defense. Under her direction the organiza- 
tions for handling manpower and personnel matters in the Office of 
the Secretary of Defense have been streamlined, and provision has 
been made for improving manpower controls and utilization through- 
out the Department. 

Mr. John D. Small has been appointed Chairman of the Munitions 
Board and under his direction the organization of that Board has been 
realined to meet the needs of the expanded procurement and produc- 
tion programs. Qualified and experienced businessmen have been 
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brought in as key advisers to Mr. Small, and substantial progress has 
been made in the development of plans and procedures necessary to 
insure the required production of military matériel. 

These are only a few of the more significant actions which have been 
taken in the realinement of the Office of the Secretary activities to 
undertake the new and expanded functions which have been necessi- 
tated by present world conditions. In addition, the continued inter- 
national tension and the commitments and responsibilities resulting 
from our participation in the United Nations and the North Atlantic 
Pact have had a significant effect on the workload of all activities in 
the Office of the Secretary of Defense, the Joint Chiefs of Staff, the 
Munitions Board and the Research and Development Board.  In- 
creasing defense requirements, resulting in larger appropriations and 
greater demands upon the available supply of manpower and materials, 
have made necessary even more detailed reviews and the application 
of more stringent fiscal controls to reduce to a minimum the impact 
of these programs on our economy and to insure the maximum of 
defense for every dollar appropriated. 

At the beginning of this fiscal year there were emploved in the 
Office of the Secret tarv of Defense, the Joint Chiefs of Staff, the 
Munitions Board, and the Research and Development Board ap- 
proximately 1,492 full-time civilian and 625 military personnel, or a 
total of 2,117. With the funds provided this year—$12.3 millions— 
substantial progress has been made in the realinement of these 
activities to undertake the new and expanded responsibilities resulting 
from the rapid deterioration in the international situation. To 
accomplish this necessitated adding 383 civilian and 93 military, or a 
total of 476 employees to the staff, making a total of 1,875 civilian and 
718 military personnel, or 2,593 at the close of the fiscal year. 

To continue these programs and further improve the effectiveness 
of measures adopted this vear, it is estimated that we will require 
approximately $14.8 millions. This will provide for an average of 
approximately 1,982 full-time civilians and 798 military, or a total of 
2,780 employees, Of the total funds required, $11.5 millions, or 
approximately 78 percent, is for civilian salaries, and the balance of 
$3.3 millions, or approximately 22 percent, includes other necessary 
expenses incident to the administration of these activities, such as 
office supplies, communications, travel and transportation, office 
equipment, printing and contractual services 

Provision has also been made in these estimates to establish a Court 
of Military Appeals authorized under article 67 of the Uniform Code 
of Military Justice (Public Law 506, 81st Cong.). The plans for the 
organization and administration of this court follow the pattern 
established for appellate courts in the judicial branch of the Govern- 
ment. The indications are that in view of the liberal provisions for 
review, without the normal deterrent of added expense to the appel- 
lant, the percentage of cases appealed will be somewhat higher than 
is the normal experience in civilian appellate courts. In fact, they 
expect it to be very much higher. 

These estimates have been prepared in consonance with the plans 
and basic assumptions provided by the Secretary of Defense and the 
Joint Chiefs of Staff with respect to the present emergency and the 
scope of the effort required by the Department of Defense to main- 
tain our national security in light of the changing complexion of the 
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international situation. The estimates do not provide for full mobili- 
zation or other contingencies which may result from a further deteriora- 
| > tion in the international situation. With these limitations, the 
estimate of $14.8 millions for the fiscal year 1952 represents the best 
f available projection of the minimum amounts required for the Office 
| ’ of the Secretary of Defense and the associated agencies which can be 
forecast at this time. 

: Mr. Webster, the Chairman of the. Research and Development 
| Board, was to appear with me today to explain in more detail the 
7 : requirements of that Board. He is unavoidably absent due to a prior 
commitment, but Dr. Douglas Cornell, Director of the Planning 
Division, is here in his stead. 

Incidentally, prior to this time I think you have heard Mr. Small 
and General Bradley, so we did not plan on them coming up and going 
into the details of their organization. I do not think you have heard 
. Mr. Webster, so that is why Dr. Cornell is here. 

Before Dr. Cornell makes his statement on the Research and De- 
velopment Board, I would like to mention one other item in these 
estimates. You will notice in the appropriation language we have 
requested authority to replace five vehicles. Four of these are light 
sedans which were purchased in 1941 and 1942 and are assigned to the 
: motor pool for general transportation purposes. The other one is a 
1942 limousine which is assigned to General Bradley, the Chairman of 
the Joint Chiefs of Staff. This car was formerly used in turn by 
three Chiefs of Staff of the Army. We are asking here for authority 
to replace General Bradley’s car with another of the heavy limousine 
type which, it is estimated, will cost approximately $4,500. 

Mr. Manon. All right, Dr. Cornell. We would be pleased to hear 
’ from you at this time. 





RESEARCH AND DEVELOPMENT BoarRD 


Dr. Cornett. Mr. Chairman and members of the committee: 
The Research and Development Board is a staff agency of the Secre- 
tary of Defense. Its objective is to coordinate, guide, and integrate 
the research and development efforts of the military departments 
and other agencies of the Department of Defense to assure the best 
possible weapons and supporting systems for the Armed Forces of the 
United States within the limitations imposed by the various resources 
available. In other words, the Board is responsible for assuring the 
maximum return from every military research and development 
dollar spent. This requires a continuing review and evaluation of the 
research and development effort of the departments and agencies of 
the Department of Defense to determine gaps, undesirable duplication, 
and needs for shifts in emphasis and for the initiation of new projects. 
On the basis of this evaluation, the Board furnishes guidance to the 
departments and agencies in the formulation of their research and 
development plans and recommends appropriate revisions in the 
military research and development operating and capital budgets and 
planned obligations of funds to assure conformance with Board 
guidance and the optimum utilization of the manpower, facilities, 
services, and financial resources available. In making its reviews and 
recommendations, the Board is guided by the current strategic and 
logistical concepts provided by the Joint Chiefs of Staff and by 
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Munitions Board planning with respect to the availability of mate- 
rials, particularly of critical and strategic materials, and the availa- 
bilitv of production capacity, manpower, and facilities. 

During the past year the Board has worked with the armed services 
to guide and foster the rapid expansion of our research and develop- 
ment efforts that has been necessitated by the great military build-up 
that has followed the outbreak of war in Korea. The Board has 
regeared its activities and seoriented its various committees and 
advisory agencies to meet the challenge of insuring that the arms to be 
procured in vastly increased quantities are the latest and best that 
science and technology can devise. General policy guidance has been 
provided to the agencies of the Board during the sharp expansion in 
fiscal 1951, and the most critical programs have been subject to 
continual review to see that matters of immediate urgency were under 
full attack and that at the same time the longer-range work on which 
our continued weapons development must depend was not neglected. 

Plans for the future include continuing efforts to identify the most 
crucial problems in the development of military weapons and tech- 
niques and to muster for their solution the highest scientific and 
technical competence. These efforts will entail the evolution of still 
closer staff relationships with the Joint Chiefs of Staff, the Weapons 
Systems Evaluation Group, the Munitions Board and other agencies, 
in order to provide the strategic and logistic guidance necessary to 
focus the efforts of the scientists and engineers on the most critical 
matters. 

To carry out these duties in the fiscal year 1952, the Board will 
require $1,946,500. Of this estimate, $1,888,900 is for planned opera- 
tions of the Research and Development Board proper, and $57,600 is 
for the planned operations of the Office of Guided Missiles established 
within the Office of the Secretary of Defense to assist in the orderly 
and expeditious transition from research and development to produc- 
tion of guided missiles. About 77 percent of the over-all estimate 
represents the requirements for personal services of approximately 
250 full-time civilian emplovees and 275 WAE consultants. In addi- 
tion, approximately 60 military officers, whose pay and allowances 
are provided in military department appropriations, are assigned 
full time to the Research and Development Board. Travel require- 
ments for the full-time staff, including military personnel, and for the 
approximately 700 WAE and WOC consultants account for about 
16 percent of the estimate. These WAE and WOC consultants are 
outstanding civilian scientists, technicians, and engineers from aca- 
demic and industrial life who provide expert advice to the Board in 
specific fields of science and technology. They inelude many of the 
best scientists in the country and, in many fields, there is available, 
for consultation with the military, the man who is the expert in his 
particular field. This group also includes some of the most prominent 
and competent directors of university and industrial research 
laboratories. 

The benefit of the advice of this group of 700 men which, in effect, 
is the benefit of the advice of the best scientific talent in the country, 
is secured at a total cost of less than $350,000 per vear. With this 
minimal investment, great technical talent is brought to bear on major 
research and development problems facing the Defense Department 
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and the Board is kept currently informed on significant scientific 
advances in nongovernmental research. 

Although the level of research and development effort in the 
Department of Defense has increased nearly threefold and the 
Board’s job has consequently increased in scope and importance, the 
Board expects to operate in fiscal year 1952 with substantially the 
same funds that it had in fiscal vear 1951. This will be accomplished 
through improved organization and operating procedures and through 
a concentration of effort on the most critical areas and problems of 
research and development. 


SUMMARY OF BUDGET REQUEST 


Mr. Manon. We will insert in the record at this point the appro- 
priate pages of the justifications. 
(The documents are as follows:) 


SALARIES AND EXPENSES, OFFICE OF SECRETARY OF DEFENSE 


Analysis of estimates by object class of expense 


Increase 


Fiscal year Fiscal year or 





1951 1952 decrease (—) 

01 Personal services: 
Permanent employment ciattiowns ; ; | $8,433,600 | $10, 294, 668 $1, 861, 068 
Part-time (W AE) employment el 427, 200 629, 000 201, 800 
Regular pay in excess of 52-week base __.____.________}____. | 40, 232 40, 232 
Payment above basic rates (overtime) ; 348, 400 512, 000 163, 600 
Subtotal___. ; 9, 209, 200 11, 475, 900 | 2, 266, 700 
02 Travel__.. : | 646, 100 880, 500 234, 400 
03 Transportation of things x | 6, 000 5, 900 —100 
04 Communication services 203, 900 274, 600 70, 700 
05 Rents and utility services . etic ss 50, 500 76, 500 26, 000 
06 Printing and reproduction 661, 700 780, 200 118, 500 
07 Other contractual services 928, 900 854, 000 —74, 900 
O& Supplies and materials spe 202, 900 254, 700 | 51, 800 
09 Equipment 380, 000 165, 600 —214, 400 
15 Taxes and assessments : 10, 800 32, 100 21, 300 
Total appropriation ; 12, 300, 000 14, 890, 000 2, 500, 000 


Analysis of obligations by activity 





1950 obliga- Presently Change in {1950 estimates 

tions available 1951! program 1952 *“?* ‘ ‘ 
1. Office of the Secretary activities $3, 509, 300 $1, 127, 800 $4, 637, 100 
2. Joint Chiefs of Staff and military activities 1, 662, 600 480, 800 2, 143, 400 
Munitions Board and industrial activities 5, 187, 800 885, 200 6, 073, 000 
{. Research and Development Board activities 1, 940, 300 6, 200 1, 946, 500 
Total obligations 10, 151, 996 12, 300, 000 2. 500, 000 14, 800, 000 





90 


Summary of full-time personnel 


Year-end strength, Actual year-end, Estimated year-end 











fiscal year 1950 strength, fiscal year 1951 strength, fiscal year 1952 
Activity .E er CaN SRE — eon ene 
Civil- | Mili- Total Civil- | Mili- Total Civil- = Mili- Total 
ian tary = ian tary , ian tary = 
412 f 2s 47 145 Hue 613 152 7 
pA.) Ti mj 20s 1 as 459 r? vy 
“ . 707 817 112 y29 45 12 as 
2 “i 24s 63 1} 252 ‘4 1 
I 492 2 2,117 &7 718 2, 593 2. 036 SOO 2, SSF 
NOTE {mounts provid 1 appropriation include all items of support for military personnel 
su as t, ef ith the exception of pay and allowances which 
are partments 
Comparison of average full-time emplo yment 
4 lee f year 195] Es f ar 1952 
A 
{ \ ( ‘ ( N : 
I Total . Mi Tota 
ti 
‘) . ~ 
> @ g $8 61 &9 152 741 
Joint C Staff 
_ “athe » 2 a G wl 4% Tea 
Mut r 
iu 682 712 7 aOG 837 * rs 
Res 
B 2 24 4 24 mH way 
432 2 7 7 2.414 1, 2 TGS 2 780 
NoT 4 } t f support for mili ary personne 
ich as temporary du avel, supplies, equipment, et wi *y fy; wances 
provided in appropriations made to the Military D t 


Mr. Manon. We will now take up the book of justifications, to see 
what is contained in your requirements. Will the person best able 
to do so present these justifications. 

Mr. Srout. Mr. Loftis is best prepared on that. 


OBLIGATIONS 


Mr. Lorris. The first table, Mr. Chairman, is on page 4, which 
gives a comparison, by object class of expense, between fiscal years 
1951 and 1952. 

In connection with 1951, we obligated on the books all but about 
$11,000 of the $12.3 million appropriated, so there is no substantial 
savings in that appropriation. 

VIRTUE IN NOT OBLIGATING ALI 


FUNDS AVAILABLE 


Mr. Manon. It seems that the Department of Defense is appar- 
ently taking pride in obligating all the money given. I think it is a 
great compliment to an agency, as the end of the fiscal year approaches, 
if it finds it can make a saving and not obligate the money. There 


seems to be a feeling in Congress, much to my surprise and chagrin, 
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and in the Departments that you have to obligate all the money or 
else somebody has committed a great sin. I think it is a great virtue 





not to obligate it all. 
= Mr. Lortis. I did not mean to infer that. 
In 1950 we turned back $1 million from our appropriation. That 
" was prior to Korea, when we were doing our best to effect savings in 
? > every activity. 
= 4 Mr. Manon. I was not singling you out for this statement, but it 
“7 has been in my mind for days. The trend in Government that you 
T have to obligate all the money or else be discredited is ridiculous. 
ais j Mr. Lortis. We have never felt like that. I might add, however, 
sit ; that this past year the appropriation was $11.3 million. We came up 
36 ; here last November and asked for a supplemental appropriation of $1 
million in order to put on some additional people to undertake these 
ne] new and expanded functions. We found that even with the supple- 
“ mental appropriation we could not do all of the things that we prob- 
ably should have done. We had to watch every penny. 
Mr. Manon. I note that on page 4 you have so much for travel, so 
q much for transportation of things, communication seryices, rents and 
152 j utilities services, and so forth. 
' RECAPITULATION OF BUDGET 
, Mr. Lortis. Page 7 is the next table, which breaks down the appro- 
41 priation by the major activities. 
- Mr. Manon. All right. The Office of the Secretary activities is 
ws 4 $4,637,100; the Joint Chiefs of Staff and military activities, $2,143,400; 
the Munitions Board and industrial activities, $6,073,000; and the 
= : Research and Development Board activities $1,946,500. 
sO q 
. Munitions Boarp 
¢ Let us talk a little about this Munitions Board. Why do they need 
i $6 million? According to one of the Senate subcommittees they are 
e ; not doing such a grand job. However, | think Mr. Small is a very 
e ; able administrator and deing the best he knows how. 


Mr. Lortis. Mr. Small has made considerable progress this year 
in reorganizing the Munitions Board to handle the increased pro- 
curement program and the production problems with which the 
Board is faced. He has brought in a number of able men from indus- 

try as his top team to help him. Their dollar requirements are based 
h i upon a planned staff of about 950, of which around 843 are civilians. 
They are about at that level right now. 

Included in the Munitions Board estimate is the Cataloging Agency, 
which employs around 250 people. 

y & Mr. Manon. All right. We will turn on through the book. 

Mr. Sron.. Our big increase, as you can see, is in the Munitions 
Board, primarily because of the general build-up of the industrial 
potential of the country. 

Mr. WiaGieswortnH. You have a big increase in the Office of the 
Secretary, too. 

Mr. Srou.. That is correct, sir. 

Mr. Manon. The remaining portion of tab 1 is definitive mate- 
rial, in which justification is made for the tables that appear. 
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CLAIMS 


Next is “Claims, Department of Defense.’ What is that? ‘Is 
that in connection with the Reorganization Act we passed? 

Mr. Lorris. No, sir. This is a consolidation of the requirements 
for noncontractual claims of the Department of Defense under a 
single appropriation. They represent all tort claims, military per- 
sonnel claims, admiralty claims and a number of miscellaneous cate- 
gories of claims other than contract claims. Requirements for these 
claims were consolidated under a single appropriation in order to 
reduce the number of separate estimates for claims which would be 
presented here. 

I have a short statement on that. 

Mr. Manon. All right, proceed. 


GENERAL STATEMENT 


Mr. Lorris. Mr. Chairman and members of the committee: The 
general purpose of the appropriation “Claims, Department of Defense”’ 
is to provide for the payment of all noncontractual claims against the 
Department of Defense as authorized by law. It includes claims 
falling under the general categories of military and civilian personnel 
claims, marine casualty claims, Federal tort claims, claims arising out 
of noncombat activities, foreign claims, etc. The estimate consoli- 
dates the requirements for claims of this nature arising out of activities 
of the Office of the Secretary of Defense and the Departments of the 
Army, Navy, and Air Force. 

The build-up of military forces and the expanding defense activities 
will probably result in some increase in the number of claims during 
the latter part of fiscal year 1952. This can be expected in such 
categories as personnel, tort and admiralty claims. Experience indi- 
cates that the number of such claims tends to increase proportionately 
with any expansion in personnel strength and military operations. In 
view of the long process of investigation and adjudication, it is doubtful 
whether any appreciable effect of this anticipated increase will be felt 
in the number of claims settled prior to the fiscal year 1953. Accord- 
ingly, the estimate of $5 million for fiscal year 1952 is the same as the 
amount appropriated for the fiscal vear 1951 and provides for a con: 
tinuation of the settlement of claims at substantially the present rate. 

No provision has been made in this estimate for claims arising from 
aircraft accidents causing extensive damage to commercial and resi- 
dential buildings or for the payment of claims arising from major dis- 
asters, such as the Texas City explosion, the Vanport flood, or the 
Alaska cannery fire, etc., as the amounts, if any, required in the settle- 
ment of these claims are, as yet, undetermined. 

The request for an appropriation of $5 million is based upon an 
estimated need of $2,278,000 for the Department of the Army, 


$923,000 for the Department of the Navy, and $1,779,000 for the De- 
partment of the Air Force. 


SUMMARY OF CLAIMS 


I have a summary table which I would like to submit for the record 
at this point. 


(The table referred to is as follows:) 
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Cuiaims, DEPARTMENT OF DEFENSE 


Analysis of obligations by activity 


Actual, fiscal year Estimates, fiscal Estimates, fiscal 
1950 year 1951 year 1952 
Activity _— : ——— — —— 
Num- Num- Num- 
oes Amount ber Amount = Amount 
Personne] claims: nee 
Military and civilian personnel 7,031 | $1,513,170 7,850 | $1,635, 000 8, 900 $1, 800, 000 
Marine casualty 25 100, 000 20 100, 000 25 125, 000 
Repayment of erroneous collections 19, 000 145, 406 | 20, 000 140, 000 | 21, 000 150, 000 
Subtotal, personnel claims 26, 056 1, 758, 576 | 27,870 1,875, 000 | 29, 925 2, 075, 000 
lort claims: : 
Federal tort 5, 362 550, 049 7, 032 700, 000 | 7, 000 697, 000 
Foreign 1, 692 365, 060 2, O85 660, 000 2, 500 525, 000 
Noncombat activities 2, 253 364, 793 2, 518 450, 000 2, 600 425, 000 
Compromise settlements 275 920, 377 | 279 1, 045, 000 300 1, 045, 000 
Property damage 11 2, 680 20 5, 000 20 3, 000 
Guam 279, 000 __ 
National Guard activities 75 18, 102 164 45, 000 140 25, 000 
Subtotal, tort claims 9, 668 2, 500, 061 | 12,998 2,905, 000 | 12, 560 2, 720, 000 
Admiralty claims 92 115, 372 115 150, 000 125 150, 000 
Other miscellaneous claims 
Post otfice 10 4, 655 15 5, 000 15 5, 000 
Training contracts 5 25, 000 5 25, 000 5 25, 000 
Patent infringement 1 25, 000 2 40, 000 1 25, 000 
Subtotal, other miscellaneous 
claims 16 54, 655 22 70, 000 21 55, 000 
Total P 35, 832 4, 428, 664 41, 005 5, 000, 000 | 42, 631 5, 000, 000 


Retirep Pay 


Mr. Manon. Tab 3 is “Retired pay.’””, How much money did you 
have remaining of fiscal 1951 funds at the end of fiseal 1951? 

Mr. Lorris. About $17 million, as I recall from the obligation rate 
which was indicated as of May. We do not have the June obligations 
vet. 

That is due primarily to the fact that the estimate of $342 million 
was made during the period prior to the outbreak of hostilities in 
Korea. Since then the services have adopted a policy of limiting 
voluntary retirements and requiring maximum hospitalization of 
casualties in Korea. Those policies have tended to reduce the number 
of persons who have come onto the retired rolls this fiscal year. 

In addition to that, the Navy and Marine Corps Fleet Reserve 
were taken off the inactive list and put on the active list. 

Mr. Manon. In other words, conditions changed after your 
presentation of your requirements? 

Mr. Lortis. Yes, sir. 

Mr. Manon. What about vour requirement for fiscal 1952? Do 
you think it is pretty well “on the beam”’ or not? 

Mr. Lortis. In 1952 we estimate we will need approximately 
$360 million. That is based on a continuation of the present policies 
of the military services to limit voluntary retirements except in cases 
of 30 years’ service and extreme urgency, and also to continue the 
policy of requiring maximum hospitalization of disability cases in 
order to rehabilitate as many casualties as possible and return them 
to active dutv. We do not expect that the major portion of the dis- 
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ability retirements arising from casualties in Korea will reach the 
retired rolls until some time in 1953. 

Mr. Manon. I see. In other words, that is the best guess you 
can make? 

Mr. Lortis. Yes, sir. 


CONSOLIDATION OF RETIRED PAY IN SINGLE APPROPRIATION 


Mr. Manon. This committee, I believe, was responsible to some 
degree for the consolidation of the retired pay in the Office of the 
Secretary. Has it worked out in a satisfactory way, or would the 
old system be preferable? 

Mr. Lortis. I believe it is working satisfactorily, sir. The con- 
solidation in a single appropriation permits one presentation to this 
committee of all of the requirements. 

The administration of the retired pay appropriation is conducted 
by the services individually, except for the summary consolidation in 
the Secretary's office. No additional personnel are required to 
administer the single lump-sum appropriation. The work that was 
done prior to consolidation by the services and by the service dis- 
bursing officers and finance officers in maintaining the pay records 
and making the payments is still continued. We have had a group 
looking into the feasibility of consolidating within one of the services 
all the retired-pay accounts. They have reported, I believe, to this 
committee that they do not see any appreciable economy to be 
effected by such a consolidation. That is largely because of the fact 
that retired pay is not a single factor of workload in any disbursing 
officer’s account, as he disburses retired pay together with active pay, 
dependency allowances, and other disbursements of that nature. 

In addition to a consideration of the economies that might be 
effected, the group reviewed factors pertaining to efficienccy in opera- 
tion to determine the feasibility of such a consolidation. Variations in 
authorizing legislation, the comparable efficiency of each of the offices 
administering retired pay, basic changes and documentation necessary 
under consolidation, and the questionable policy of centralizing this 
activity in one location in the face of a trend toward decentralization 
were some of the considerations which influenced the group in recom- 
mending a continuation of the present procedures. 


GENERAL STATEMENT ON RETIRED PAY 


Mr. Lortis. I have a prepared statement, if the committee would 
like to hear it. 

Mr. Manon. Proceed. 

Mr. Lorris. Mr. Chairman and members of the committee. The 
estimates for this appropriation provide funds for retired and re- 
tainer pay, as prescribed by law, for all military personnel of the 
Department of Defense. They represent a consolidation of the 
requirements of the military services for payments to Regular and 
non-Regular officers and enlisted personnel on the retired rolls of 
the Army, Navy, Marine Corps, and Air Force and for the retainer 
pay of Regular enlisted personnel of the Fleet Reserve of the Navy 
and Fleet Marine Corps Reserve as provided by law. 
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For the fiscal year 1951 Congress appropriated $342 million for 
payments to eligible annuitants under the provisions of the various 
acts relating to retired personnel. That estimate was predicated on 
the assumption that peacetime conditions would prevail without the 
need for a build-up of the Armed Forces. A reexamination of those 
requirements in the light of United States participation in the United 
Nations action in Korea and the necessity for building up our Armed 
Forces to preserve our national security has indicated the need for only 
$330 million of the amount appropriated for the fiscal year 1951. This 
decrease is attributable, in the most part, to the temporary removal 
from the retired rolls of the Fleet Reserves recalled into active service 
and the policy of the military departments to temporarily postpone 
voluntary retirements during the period of the present emergency. 

As a consequence of these policies, additions to the retired lists of 
nondisability annuitants during fiscal year 1952 will come mainly from 
Regular personnel with 30 years of service and by the transfer from the 
Fleet Reserve of enlisted personnel who have completed 30 years of 
service. 

Military operations and the casualties resulting therefrom largely 
govern the number of annuitants and the amounts paid for personnel 
retired because of disabilities. It is estimated that approximately 15 
percent of the battle casualties will ultimately be retired for dis- 
ability, but due to the policy of requiring maximum hospitalization 
in order to rehabilitate as many casualties as possible, the full impact 
of these retirements is not expected to be felt until sometime during 
the fiseal year 1952. 

The estimate of $360 million for the fiscal year 1952 is based on 
the assumpticn that the present policies regarding maximum hos- 
pitalization of battle casualties and temporary postponement of 
voluntary retirements will be continued. This will provide for an 
average of approximately 152,000 annuitants on the retired rolls 
during the fiscal year 1952 as compared with an average of 136,000 
during the fiscal year 1951. The major portion of this increase 
represents anticipated retirements for disability. 


SUMMARY OF BUDGET REQUEST 


Mr. Manon. At this point we will insert the appropriate justifi- 
cation material. 
(The matter referred to follows:) 
RetrreD Pay, DEPARTMENT OF DEFENSE 


Analysis of obligations by activity 

















1951 estimates 
| 1950 obliga- | 1952 esti- 
tions Presently | Revised mates 
available | estimates 
1. Nondinabitity pec ad A te | $129, 820, 546 | $148, 935, 000 | | sit, 100, 800 omg, 340, 000 
2 Teeny Gemeente... 22... ke] 48, 003 | 1, 435, 000 | 1, 249, 500 3, 935, 000 
3. Permanent disability.............-...-..--.. ere ~ 115,000 | 154, 062, 265 176, 275, 000 
9 I a bee u oanininteowteuiin dank oa L 905, 000 | 515, 000 | 28, 010, 000 26, 450, 000 
en I. bo... cccniencncdcens 304, 376, 499 | 342, 000, 000 | | 324, 422, 565 360, 000, 000 
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Comparison of retired pay annuitants on the rolls, fiscal years 1950, 1951, and 1952 





















































































Actual num-| Estimated Estimated 
beronthe | number on bow mag ra Mammen ree number on 
rolls June 30, the rolls June year 1952 year 1952 the rolls June 
1 | 30, 1952 
meee: on 
Nondisability: 
Regular officers... -...._....- 14, 754 15, 991 | 1, 205 16, 688 
Regular enlisted_________- 40, 298 | 40, 968 2, 240 1, 247 41, 961 
Non-Regular officers... ___. 3, 527 | 4,378 | 1, 232 82 5, 528 
Non-Regular enlisted____.__- 173 261 | 86 12 335 
PRN gaa ctcctics ca 58, 752 | 61, 598 | 4, 763 1, 849 | 64, 512 
Temporary disability: ¥ | 
Regular officers_____.......-.} ll |} 134 | 176 18 292 
Regular enlisted... ___.___- | 112 1, 475 | 1,017 244 2, 248 
Non-Regular officers... _____| 26 | 177 206 17 | 366 
Non-Regular enlisted_______. 1 | 82 315 6 | 391 
ee ey oo 150 | 1, 868 | 1,714 | 285 | 3, 297 
Permanent disability: “ty i | 
Regular officers___......_.--- | 13, 207 | 13, 537 | 1, 369 416 14, 490 
Regular enlisted.__._..__- coke 6, 724 12, 048 | 12, 773 273 24, 548 
Non-Regular officers______- 34, 321 35, 897 | 2, 047 | 379 | 37, 565 
Non-Regular enlisted ________| 50 199 | 9, 936 | 4] 10, 131 
OE Pe aera ene: Rep e eNS _| # oil 
| lana aie aE poe 54, 302 | 61, 681 | 26, 125 | 1,072 86, 734 
Fleet Reserve. __.._._..-- 18, 725 | 14, 826 | 1, 466 | 1, 138 15, 154 
beans a 431,929! «139,973 | 34, 068 | 4,344 | 169, 697 
' 
! 
Summary of average number of retired personnel 
lai Fiscal year | Fiscal year | Fiscal year 
Activity | 1980 1951 || 1952 
oe eA. Se : me LR SR IAL. 

I. Nondisability: 
eS EE rd eed yee) SEERA 12, 688 | 15, 479 | 16, 340 
Regular enlisted __- 40, 344 | 40,701 | 41,701 
Non-Regular officers é 2,993 | 3, 956 | , 96 
Non-Regular enlisted os 137 | 219 | 

Subtotal. .____- 56, 162 | 60, 355 | 63, 301 

Il. Temporary disability: | Mire Nena 
Regular officers me 4 | 67 | 215 
Regular enlisted 23 | 797 | 1, 8&8 
Non-Regular officers 6 95 275 
EET EE EES, SE IO ee } 30 | 246 

Subtotal. _- 33 | 989 2, 624 

III. Permanent disability: ee, CRISPI. CORBIS Sere 
Regular officers 13, 069 | 13, 341 14, 025 
Regular enlisted 6, 598 | 8,77 15, 835 
Non-Regular officers 34, 398 | 35, 572 | 36, 731 
Non-Regular enlisted s 114 4, 466 
Subtotal ____- eS ae Oe ee 54, 073 | 57, 801 | 71, 057 

IV. Fleet reserve: regular enlisted 18, 429 16, 778 14, 986 
eee MY On 198,697} «135,923 | «51, 968 





CONTINGENCIES 


Mr. Manon. You are requesting $75 million for ‘Contingencies, 
Office of the Secretary of Defense.” 
about that? 

Mr. Lortis. Sir, | am not prepared to make a statement about that. 
Mr. Garlock was to be here, for Mr. MeNeil’s office. 
to talk about that and the emergency fund. 
his way? 





Will you make a statement 


He was going 
General Moore, is he on 
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General Moore. I understeed he would be here. 
Mr. Lortis. I might explain that we are the bookkeepers for that 
appropriation, but the administration of it is handled directly by 
Mr. MecNeil’s office. 

General Moore. They are on the way. 


SCOPE OF BUDGET FOR OFFICE OF SECRETARY OF DEFENSE 


Mr. Manon. I wish at this point you would make a statement to 
the committee, including whatever material you wish to read from 
the book of justifications, with respect to the requirements which you 
are here to justify. You will not be called upon in connection with 
the emergency fund or the contingencies. That will come later. 

Mr. Lorrts. I will be pleased to do so. These estimates include 
the salaries of all full-time civilian personnel assigned to the activities 
of the Office of the Secretary, the Joint Chiefs of Staff and Joint Staff, 
the Munitions Board, and the Research and Development Board, 
as well as the expenses of part-time or intermittent consultants and 
experts employed in connection with programs for which these activi- 
ties are responsible. In addition, the estimates include all expenses 
for temporary-duty travel, including transportation and per diem, 
communication expenses, office supplies, equipment, and other in- 
cidental expenses for civilian and military personnel assigned to these 
activities. The pay and allowances of military personnel are not 
included in this appropriation estimate but are provided in appropria- 
tions made to the military departments for that purpose. 

The current program for rapidly building up the Armed Forces, to 
increase our defensive strength and to provide a broader base for full 
mobilization, has required certain adjustments and realinements 
within the Office of the Secretary of Defense and associated agencies. 
The continued international tension, commitments and responsibil- 
ities resulting from our participation in the United Nations and the 
North Atlantic Treaty, the augmentation of the procurement and 
production programs requiring allocation and control procedures and 
a significant expansion in the field of research and development have 
all had a direct impact on the functions of these offices. To the extent 
now possible to forecast, the effects of these factors on ‘the activities 
of the Office of the Secretary of Defense, the Joint Chiefs of Staff, the 
Munitions Board, and the Research and Development Board are 
reflected in these estimates. 


AUTOMOBILES REQUESTED 


Mr. Manon. Some reference is made to automobiles on page 5 
of Mr. Stohl’s statement. How many automobiles do you have over 
there? 

Mr. Sronu. A total of 25 cars. Most of those are assigned to the 
Army motor pool and are available to anyone in the Department of 
Defense. We do have three limousines; one for General Marshall, 
one for Mr. Lovett, and an old one for General Bradley for which 
we are asking in this appropriation authority to purachse a replace- 
ment. 

Mr. Manon. To replace the car for General Bradley would cost 
about $4,500? 
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Mr. Stouu. Yes, sir. 

Mr. Manon. Would that include a trade-in on the old car? 

Mr. Stony. Yes, but the trade-in would be practically nothing. 
It is a 1942 car that is in such poor condition that will not warrant 
the expense of major repairs. 

Mr. Lorris. A recent appraisal on that, I believe, indicates about 
$800 is the most we could expect to get on that car. 

Mr. Manon. That car would be used by the Chief of Staff? 

Mr. Sronu. The chairman of the Joint Chiefs of Staff. 

Mr. Manon. For 6 or 8 years, regardless who he might be. 

Mr. Strout. That is correct, sir. 

Mr. Manon. That is one car. The other cars you are requesting 
are light sedans. What kind of cars are those? 

Mr. Stout. Cars of the Chevrolet, Ford, and Plymouth class. 
These cars will be purchased under the standard limit of $1,400 and 
represent a part of our scheduled replacement program that we have 
worked out. They are included in the 25 cars we are talking about. 
The four scheduled for replacement are 1941 and 1942 cidele which 
are well beyond the point of economical maintenance and repair. 


GoveRNMENT Cars For Minirary Operation In WASHINGTON 
AREA 


Mr. Manon. Do you know how many passenger cars are in service 
in one way or another, which belong to the Government, in connec- 
tion with the administrative operations of the military at the Penta- 
gon and other buildings in this area, generally speaking? 

Mr. Stout. I would estimate around 250, but I would have to 
verify that. 

Mr. Manon. There is a popular belief, which is quite unpopular 
with the people, that these people using Government cars abuse the 
privilege. : 

Pay or CHAUFFERS 


How much do you pay a chauffeur for one of these Chevrolets? 

Mr. Stout. Well, some of the chauffeurs in the Military Estab- 
lishment are military. 

Mr. Manon. Yes; what percentage? 

Mr. Srouu. I would guess that in the Washington area probably 
it is 60 percent. 

Mr. Manon. Military? 

Mr. Strouu. Military; yes, sir. Most of those are WAC’s at the 
present time. 

Mr. Manon. What is the pay of the WAC’s? 

Mr. Stony. We can get that for you. I do not know. They are 
usually privates or corporals. There are very few above that rank. 

(The information is as follows:) 

In answer to Congressman Mahon’s question, there are 271 passenger cars in 


use in thisarea. Approximately 80 percent of the drivers are military. 
Wac pay and allowances: 


Per annum 
LE eel Be as lead a Rill ase. Lalit eesti es. Se adi pat alice te = Hatt $3, 140 
iter =< oh conto hac eal eae SE NEL Oey aE 2, 612 


Pee ee Wee eet. seek eb oa a eee a 2, 251 
Private__: ; 
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Mr. Manon. What is the minimum pay and the maximum pay of 

civilian drivers at the Pentagon; and how many are there? 

rd Strouu. I do not have the Navy figures; so, I will have to supply 
at. 

Mr. Manon. You may supply that for the record. 

it j (The information is as follows:) 


Pay of civilian chauffeurs Per annum 
Gri OPO Bas aa SS, BE SS SY $2,252 to $2,652 
re ah ks ois wh eis Gl A ale 2 ld $2,450 to $2,850 


There is a total of 13 civilian drivers operating from the Pentagon. 


og 


USE OF PUBLIC TRANSPORTATION 


Mr. Manon. What would you think of dispensing with the use of 
Government passenger cars and chauffeurs, except for a very few of 
them, and the providing of taxi fare and public transportation funds 
to supply the additional requirement? Would that be satisfactory? 

Mr. Strout. That problem is being looked into at the present time. 
We have recently made a study of the Government transportation 
facilities of the Defense Department in Washington. The findings 
from that study are under review right now. 

I do not quite see how we would save much money by using taxis 
and public transportation. A great many of our people use busses 
operated by the Defense Department. There has been a lot of criti- 
cism that our bus service is not completely adequate. We have old 
busses and we do not have enough busses to provide realistic schedules 
to meet the demand for transportation between the Department of 
Defense buildings. 

However, the big part of the traffic between the Department of 
Defense buildings is by bus. 

Mr. Manon. General Moore, if a witness comes down here in the 
morning to appear before this committee from the Department, he 
comes in a Government passenger car; does he not? 

Mr. Strouu. Not always, sir. 


i ee 


General Moore. As a general rule. 

Mr. Manon. Driven by a chauffeur. 

General Moore. I come generally in what we call a bus. I pick 
it up over there and it comes out here on a 30-minute schedule. 

Mr. Manon. Is there a bus which runs to the Capitol on a 30- 
minute schedule? 

General Moors. Yes, sir. 

Mr. Srouu. A station wagon, sir. 


)- 


ly 
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re NEED FOR OFFICIAL CARS 





General Moore. In connection with this problem, I do not know 
what the various secretaries will be prepared to come up with as the 
in 4 considered official view of the Department, but I think it is important 

; to note in any event that we have in the Pentagon about 29,000 
“m 4 people, who are managing about 20 percent this year—and next year 
40 4 it will be a greater percentage—of the total Federal expenditure of 
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funds. They are directing the funds to that extent into either an 
erroneous or proper effort. They are attempting to do a good job. 

In connection with that activity, you have high-ranking civilians 
and military people who have to meet the most important civilians in 
the United States. Their time, if measured by civilian concepts, 
would be worth 5 or 10 or 15 times the amount of pay that the Govern- 
ment pays them, if you compare them with the presidents and man- 
agers and members of the board of the various industries. 

I think it would be absolutely impossible for a great number of 
those people to find enough time to come down and meet the Members 
of Congress, meet the members of industry, and to go out and meet 
the people on the local posts in this area, unless they had adequate 
transportation. If you have an important meeting anywhere in 
town with the various Government agencies which are determining 
important problems, making important decisions that involve this 
country in the expenditure of huge funds, the average person would 
be delayed all the way from 30 minutes to sometimes 2 hours if you 
had to go out and get a taxi or go someplace in a bus and get a streetcar 
— get there with your paraphernalia, brief bags, and everything 
else. 

That does not mean, with as many cars as we have down there in 
the Pentagon garage, that sometimes we do not have abuses. I 
know of one instance where one major general violated our orders 
repeatedly by taking his car and going to a club for his dinner, but I 
point that out as a case where he had absolutely violated the law and 
is required to explain that violation to higher authority, even though 
he is a major general. 

We also have a law which prohibits vou from taking the cars and 
chauffeuring the people from their homes to their work, and so on. 
That is a personal responsibility, to get to your work in the morning 
under your own power or in your own vehicle, or to pay vour bus fare 
or taxi fare as you see fit. 

There is a great deal of control which operates for the protection of 
the Government in the use of these cars. Despite all that control, 
you do have from time to time what I consider minor abuses. They 
are serious in the individual case, because sometimes the people who 
do abuse the privilege are responsible individuals, and that is more 
serious because it gives the wrong impression to the average outsider. 

Mr. Manon. Well, you, of course, are familiar somewhat with what 
would inevitably be the slant of Members of Congress. The average 
Member of Congress, of course, realizes that he is just one cog in the 
machine; but there are not 29,000 people here at the Capitol and House 
and Senate Office Buildings. There are only 531 Members of the 
House and Senate, and only about 4 of them, I believe, have cars as- 
signed to them. Members comes to the offices, as I think they should, 
in their own vehicles or any way they desire, which I think is perfectly 
proper. 

However, if Members of Congress have important business with the 
Government agencies, they have to fight their way in the traffic and get 
taxicabs or go in their own cars, and they find it impossible to find 
places to park, generally speaking, although there are a few places 
reserved. It is wholly an inadequate situation. For men whose time 
is as valuable as the time of conscientious Members of Congress, it seems 
regrettable that there should be all this lost motion in going from Gov- 
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ernment building to Government building on a very close schedule and 
seeking to discharge the business of the people. 

It does seem to me that, if the people in the Pentagon can facilitate 
their contacts with congressional committees and Members of Con- 
gress and should have Government transportation to the Pentagon, 
by the same token Members of Congress who need to dash to the 
Pentagon to see about an important matter, or go to the Department 
of State or the Department of Agriculture, should have the same sort 
of operation, if you get what I mean. 

Mr. Sronu. We agree 100 percent. 

General Moore. Mr. Chairman, I think that point is very, very 
well taken. Even though the Government has provided restricted 
parking spaces for Members of Congress at various locations through- 
out the city, I think every Member of Congress knows the difficulty 
of going somewhere and finding a place without losing all the way 
from 15 minutes to 30 minutes to get his car parked and get into the 
building. 

Mr. Manon. One of the more important things is that he loses not 
only the time, which is important, but also his temper, which is a 
consideration. Proceed. 

General Moore. I think that, if the matter were looked into care- 
fully, the people of this Nation would find that they have been de- 
linquent in not insisting that their Representatives make it possible 
for those Representatives to perform a most efficient job. I think 
everybody realizes that the time of Members of Congress is more 
valuable than that of anybody in the Pentagon or any other executive 
agency at the seat of government. 

I also think, in connection with that study, if they will foresee the 
chaotic effect of everybody in this Government who has to travel 
around going in a private car and milling around buildings where 
they have no privilege of parking in restricted places, that the time 
lost would be terrific. 

Mr. Manon. If we may philosophize, I respect Members of Con- 
gress highly, but they are human. If you should give to Members 
of Congress this privilege I know Members of Congress well enough 
to know they would abuse this privilege and they would be out here 
gallivanting in these cars on private errands, and maybe the people 
who needed them most would not have a car available to them on 
urgent important business. 

General Moore. In that connection I think if they would establish 
a central garage available for the Members to get a car when they 
needed it, that the benefit to those who would save so much time 
would far outweigh the ill effects caused by the minor abuses of those 
who in so large a body would tend to abuse it from time to time. 

Mr. Stout. May I add one thing to that very good statement 
General Moore made. 

We have 56 different locations in which we have personnel of the 
Department of Defense in this area, and that adds very much to our 
transportation problem. 


LOCATION OF PERSONNEL REQUESTED 


Mr. Manon. Where are these people located for whose salaries you 
are asking funds? I am referring to the ones mentioned on page 3 of 
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your statement, Mr. Stohl, when you spoke of 1,875 civilians and 718 
military personnel or 2,593 at the close of the fiscal year. 

Mr. Stou#L. Most of the employees are in the Pentagon. We have 
230 cataloging people in one temporary building and approximately 
130 others in scattered locations in Washington. There are also 
about 40 working with the military staff of the United Nations in New 
York. But by far the big proportion of the people are in the Pentagon. 
That is the headquarters of the Secretary of Defense, Joint Chiefs of 
Staff, Research and Development Board, and Munitions Board. 


AVERAGE SALARIES OF ADDITIONAL EMPLOYEES REQUESTED 


Mr. Manon. You have asked for a certain number of additional 
employees. I should like to know the average pay of these additional 
employees? 

Mr. Lorrus. Approximately $5,100 per year. 

Mr. Manon. In other words, every time we knock off an employee, 
we knock off $5,100 from this bill? 

Mr. Lorrus. As an average; yes, sir. 

Mr. Manon. We are at the beginning of the fiscal year and you 
have not employed these people whom you are requesting and the 
chances are that you could not employ them overnight. I do not 
see how you can figure on $5,100 a year fer those for whom you are 
requesting funds for the fiscal year 1952 program. 

Mr. Lorris. The dollar computations, Mr. Chairman, are based 
upon the equivalent full man-years of personal service and not upon the 
year-end strength. It is not an arithmetical multiplying of the 
number of people who would be on the rolls times $5,100. 

Mr. Manon. If you asked for 400 new people as of July 1, 1951, 
and you expected to pay them $5,000 per year apiece, that would be 
$2 million; and if those were eliminated, a reduction of that order could 
be made? 

Mr. Lortis. You see, the additional personnel we have asked for 
are phased to some on the payroll during the months of July, August, 
September, October and November. We convert that into man-years 
of employment. Where we are talking about utimately a complement 
of 2,036 civilians, that is the equivalent of only 1,980 man-years of 
employment. 1,980 times the average salary would be the dollar 
computation for personal services. 


EMERGENCY Funp 


Mr. Manon. Will you please give us a statement with respect to 
the $90 million emergency fund request? I believe we have already 
placed in the record page 3 of the justifications showing where the 
proposed funds would be expended. 

Dr. Corne.u. I have a statement from Mr. Webster which I 
would like to offer at this time. 

(The matter referred to follows:) 


EMERGENCY FuNp For 1952 


The amounts budgeted for research and development are considerably lower 
than the amounts requested by the departments and agencies of the Department 
of Defense for stated programs. Hence, programing and the pricing of the pro- 
grams has been stripped of any cushions to provide adequate adjustments for 
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underestimates, new requirements, additional costs, or increased rate in order 
to bring a development to a more rapid conclusion. Therefore we have asked for 
$90,000,000 in the Emergency Fund for the following reasons: 

First, tosave money. One central reserve replaces a number of smaller reserves. 

Second, to back up a program and to take advantage of the chance to exploit 
what might be called a break-through. 

Third, to encourage new ideas which seem highly promising without disturbing 
high priorities already underway. 

Fourth, and primarily to apply these funds on those items where progress is 
better than had been planned and that the development can be expedited. 

Fifth, by keeping this reserve flexible and applying it where it can best be used 
can prevent too great a drain on limited talent in special fields. 

The experience with the Emergency Fund for 1951 has proved the success of 
such a fund in maintaining a stable program without disturbing other important 
programs, 

Mr. Gartocx. Mr. Chairman, in preparing the research and devel- 
opment budget for the fiscal year 1952, the three departments pre- 
sented their requirements to the Research and Development Board 
and their programs were very carefully reviewed and substantially 
reduced. The main consideration being how much effective research 
could we accomplish in this whole research field. 

There is always a certain amount of probability as to whether given 
areas are going to develop as rapidly as somebody hopes. Therefore 
in order to hold down the request as much as possible, we have asked 
$90 million for the Office of Secretary of Defense as an alternative 
to providing each of the services with an amount that would permit 
them to speed up, or to enlarge the scope of the research in any area 
that showed exceptional promise during the year, or to take care of a 
sudden new development that might come along. 


ADVANTAGE OF HAVING SINGLE FUND FOR RESEARCH AND 
DEVELOPMENT 


So that you might summarize this by saying that instead of havin 
a little extra kitty in each of the three departments, which woul 
probably run twice as much as this, we have $90 million here that the 
a and Development Board can parcel out to push forward 
any exceptionally good research programs that developed. 

Mr. Manon. In other words, this gives elasticity to the program 
and, in the viewpoint of the Department of Defense, makes it possible 
to appropriate a smaller total for research and development for the 
three services? 

Mr. Gartock. Yes, sir. 

Mr. Manon. What experience have we had in the past in this sort 
of operation? 

Mr. Garuock. We had funds in the past year; this kind of appro- 
priation was made twice. The first time it was on the basis that the 
program was not developed firmly enough so that we could allocate 
the money 

Mr. Manon. What has been your experience in those two instances? 

Mr. Garuock. Our experience has been that the extra screening we 
gave it, has been balpfol and we have been able to take care of the 
urgent requirements with a relatively small amount of money, con- 
sidering the whole program. 

Mr. Manon. Has it been possible to refrain from expending some 
of those funds in view of the elasticity and the control which you have 
had, or did you obligate all of that money? 
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Mr. Garuock. We obligated substantially all of it. But it was not 
just a case of obligating it because it was available. In considering 
the 1952 program, we used up the 1951 money that was available and 
programed that into a continuous flow of funds. 

Mr. WiacGLeswortH. This does not apply to industrial mobiliza- 
tion, if it is allowed? 

Mr. Garuock. No, sir. The reason for the change is that the type 
of funds that we had in there for industrial mobilization last year, are 
now being covered in our direct procurement programs. The procur- 
ing of tanks, ammunition, airplanes, all the other heavy items, is being 
done in such a way as to establish a mobilization base. Therefore, the 
only thing we are financing from the industrial mobilization funds is 
the relatively fixed program; the maintenance of buildings, the main- 
tenance of some of the tools that we are not going to use, and a small 
planning staff. We see no reason for asking for any flexibility in that 
program, Mr. Wigglesworth. 


OBLIGATIONS 


Mr. Taser. How much of the $240 million that was provided last 
year has been obligated? 

Mr. GarLock. $239,833,000 was transferred to the departments 
and obligated. 

Mr. Taser. And how much of that was for industrial mobilization? 

Mr. Gartocx. Around $60 million to $70 million. May I supply 
the accurate figure for the record? 

Mr. Taser. Yes. 

I do not know as of what date this breakdown that I have here was 
made up, but it indicates about $50 million for the Air Force, about 
$60 million for the Army and about $75 million for the Navy. The 
group together would be about $180 million. 

Mr. Garuock. I am informed the $170 million was for research 
and development and $70 million was for industrial mobilization. 

Mr. Taser. The total of these figures before me indicates an un- 
obligated balance of approximately $60 million. I do not know on 
what date these figures were gotten together; it may have been an 
early date. 

Mr. Gartock. The table is as of April 1. Ihave here a statement 
that is our estimate of the position at the end of the year. That 
is for all of the appropriations. 

Mr. Taser. That is for all of the appropriations? 

Mr. Gartock. Yes, sir. We have checked, and all the amounts 
transferred to the departments were obligated. 

(Discussion off the record.) 


AVERAGE PAY OF CIVILIAN EMPLOYEES 


Mr. Mauon. I want the record to be crystal clear with respect to 
the average pay of civilian employees in the Military Establishment, 
in the departmental service and in the field, and in the industrial 
branch of the military service. Who can best give us that informa- 
tion, Mr. Garlock? 

Mr. Gartock. I will have to get it together for you. 

Mr. Manon. Could you do that quite promptly? 
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Mr. Garuock. Yes, sir. 

Mr. Manon. Will you place it in the record at this point and make 
copies available to Mr. Lambert? 

Mr. Gartock. Yes, sir. 

(The information requested is as follows:) 


Average payment for salaries, 1952 budget 





Office, 
Navy Army Air Force | Secretary 
of Defense 





(a) Departemental service... .... :................-...-- $4, 249 $3, 887 $4, 339 $5, 151 
(b) Service-wide: 

3, 776 3, 165 3, 359 
3, 863 3, 610 3, 732 
3, 737 2, 712 3, 111 

















1 All above figures except those for Office of the Secretary of Defense include pay for extra day and pay- 
ments above basic rates. 


Mr. Manon. You were speaking a while ago of a figure of $5,100 
as the average pay under the request now being made, and that 
applied to the Pentagon more or less rather than the whole Military 
Establishment; is that correct? 

Mr. Lorris. Just to the Office of Secretary of Defense, Joint Chiefs 
of Staff, and Munitions Board, these agencies that are included in 
this appropriation. 

Mr. Manon. That average would be higher than the over-all 
for the entire establishment? 

Mr. Lortis. Yes, sir. 

Mr. Garuock. For the entire establishment, Mr. Chairman, it 
would be in the neighborhood of $3,300 per person. 

Mr. Manon. And you will be able to supply a more accurate figure? 

Mr. Garuock. Yes, sir. 


CARS ASSIGNED TO SPECIFIC INDIVIDUALS 


Mr. Suepparp. For the Office of the Secretary of Defense, how 
many private cars are furnished? By private cars I mean those that 
are utilized by specific individuals. 

Mr. Lorris. In addition to the limousine which we mentioned, 
which is assigned to General Bradley, the Secretary of Defense has a 
limousine assigned to him; the Deputy Secretary and each of the 
three Assistant Secretaries; the Chairman of the Research and Devel- 
opment Board; the Chairman of the Munitions Board, and the Chair- 
man of the Military Liaison Committee to the Atomic Energy Com- 
mission. Each of those has a car assigned for his official use. 

Mr. SuHepparp. Is that all? 

Mr. Lortis. That is all we have; yes, sir. 


PLANES ASSIGNED TO SPECIFIC INDIVIDUALS 


Mr. SHepparp. How many planes are assigned to personnel; 
planes in a stand-by status? 

Mr. Srouu. | do not have that. 

Mr. Lortis. The only one I know of is the Secretary’s plane. 
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Mr. McNew. That is the only one I know of that is standing by. 
That is a DC-3 which is reserved for General Marshall, but it is also 
used by others as needed. He has first priority on it. 

The only aircraft that I know specifically assigned to the Office of 
Secretary of Defense is the one which General Marshall uses, a DC-3 
and, as i have said, other people use it. It is assigned to others for 
special trips. When General Marshall goes overseas he uses a special 
mission Air Force plane. It is not specifically assigned for his use. 

I am certain that I am correct on that but if there is any change I 
shall see that the committee is informed. 

Mr. Suepparp. What is the total number of planes assigned through- 
out the entire military operation, in continental United States? 

» Mr. McNett. I shall have to get you the answer to that, please. 

Mr. Suepparp. If you will, please. Will you indicate the in- 
dividuals who have planes assigned to them and the commands which 
they represent? 

Mr. McNett. Yes, sir. 

(The following statement was supplied for the record :) 

With the e tion of the aircraft assigned to the President of the United 
States, no ai t belonging to the Army, Navy, or Air Force are assigned to 
individuals and retained on a stand-by status for their exclusive use. Aircraft 
are assigned to certain commands, activities, and organizations for special flights 
in connection with the transaction of official business. Upon request and ap- 

roval by the organization or command to which the aircraft is assigned, these 


urnish — yoy for high-ranking civilian and military personnel and 
Members of Congress. 


PERSONNEL SCREENING AIRCRAFT PROCUREMENT PROGRAM 


Mr. SuepparD. How many people within the Department of 
Defense are assigned to the job of sereening the Air Force procure- 
ment program; and I am referring Ben a sas to airplanes. 

Mr. McNet. Just in the Office of Secretary of Defense? 

Mr. SHepparp. That is right. 

Mr. McNeu. Or outside? 

Mr. SuHepparp. No. 

Mr. McNett. In the Air Force? 

Mr. Suepparp. Anyone connected with the Department of Defense 
that has to do with the screening process in the program of the produc- 
tion of airplanes for the Air Force, the Marine Corps, the Army, the 
Navy, and all other planes that are procured for the military. 

Mr. McNett. In our budget office we have four people assigned to 
the aircraft program; that is, flying hours, gasoline, spare parts, -as 
well as procurement. I do not have the answer immediately at hand 
’ = number of the Aircraft Committee attached to the Munitions 

oard. 

Mr. Suepparp. What I am getting at, Mr. McNeil, is this. The 
Department of the Air Force, or the air branch of any of the other de- 

artments, projects its plane requirements for a certain fiscal year. 
f my information is correct, that presentation is made ultimately to 
the ce of the Secretary of Defense. Then within the Office of the 
Secretary of Defense there would be a budget-screening process and 
aside from that, a policy-screening process and finall here is vested 


in a specific group or individual the authority to say, “No, you may not 
have more than 700 planes,” or “Yes, you may have 1,000 planes.” 
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That is the type of personnel to which my inquiry is addressed. __ 
Mr. McNetu. The number in the Aircraft Committee of the Muni- 


tions Board I do not have readily at hand. As far as the final analysis 
[ and review of the program are concerned, that is limited to the people 
3 in our budget shop and Mr. Lovett. 


Mr. Suepparp. I want to direct your attention to the fact that I am 
i addressing my question specifically to personnel within the Secretary 
of Defense’s dfiice. 

Mr. McNzgu. Yes, sir. 

Mr. Sueprarp. What I am trying to do is to draw the line of demar- 
cation between appropriations for the Secretary of Defense under its 
own authority, and appropriations to other offices. 

Mr. McNetm. Mr. Garlock just handed me this note which gives me 
the information that I lacked a moment ago. The Office of Aircraft 
Programs of the Munitions Board has 17 civilians and 3 military. 
They are paid from appropriations to the Office of the Secretary of 
Defense to support the Munitions Board. 

In the Office of the Comptroller there are four people assigned to 
aircraft programs; not aircraft procurement alone, because they cover 
spare parts and flying hours and gasoline consumption and all phases 
of aircraft. So there are four people in the Office of the Comptroller 
who are assigned to the aircraft program. 

Mr. SHepparD. Does that cover the water front? 

Mr. McNett. Yes, sir; except there is in the Joint Chiefs of Staff, 
in the development of plans, a group of people working on aircraft 
logistics, but I know of no one full time. 

Mr. Suepparp. Do you have an operational chart for the Office of 
1 the Secretary of Defense, that shows the various functions coming 
f under the Office of the Secretary of Defense and delineates the per- 
4 sonnel connected with each operation? Do you have a working chart 
of that character available? 

Mr. Lortis. I do not have it with me. 

Mr. Saepparp. Whether you have it here or not, do you have one? 

Mr. Lortis. Yes, sir. 

Mr. Suepparp. Will you supply the statistician of our committee 
with that, please? 

Mr. McNett. Yes, sir; and down far enough to show this particular 
point? 

Mr. SHEPPARD. Yes. 

Mr. McNett. Yes, sir. 

Mr. SuHepparp. What I am trying to do is to have shown what are 
| : the various echelons within the Office of the Secretary of Defense, so 
j that we may look that over. 

: Mr. McNett. Very well, sir. 

Mr. SuHepparp. And if you have a chart of that character, that 

might clarify the whole situation. 
4r. Chairman, with the supplying of that chart, that will answer 
any further interrogations I have at this time. 


nee Rory ee 


SuMMARY OF PERSONNEL BY OFFICE 





Mr. WiceLeswortu. Your over-all breakdown on page 7 for the 
four activities—Secretary of Defense, Joint Chief of Staff, Munitions 
Board, and Research and Development Board—indicates a request of 
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$14,800,000, compared with $12,300,000 in the current fiscal year, or 
an increase of $2,500,000. 

The principal increases are, in the Office of the Secretary, $1,127,800; 
and in the Munitions Board, $885,200. 

Is there any breakdown of the $4,637,100 requested for the Office 
of the Secretary? 

Mr. Lortis. Mr. Wigglesworth, I do not have a breakdown of that 
dollar figure, but I can give you a run-down quickly of the activities 
that that covers and the approximate number of personnel involved. 

That covers the Secretary of Defense’s immediate office and his 
personal assistants, where there are employed 12 civilians and 11 
military, ora totalof 23. That is General Marshall’s immediate office. 

Mr. WiccieswortnH. How much does that cost? 

Mr. Lortis. I do not have the dollar figure on that breakdown. 
We have only the total for the Office of the Secretary. 

Mr. WieGieswortn. What is the comparable figure of personnel 
for 1951? 

Mr. Lortis. The same. 

Mr. WicGLeswortu. What is the next? 

Mr. Lorris. Mr. Lovett’s office, the Deputy Secretary, where 
provision is made for seven civilians and one military, a total of eight. 
That is about the same as 1951. 

Mr. WigGLeswortH. What is the next? 

Mr. Lorrtis. We have the executive office, which includes the mail 
and file and correspondence control, where provision is made for 61 
civilians and 20 military, or a total of 81. 

Mr. WicGieswortH. What was that last year? 

Mr. Lortis. Last year there were 54 civilians and 19 military, a 
total of 73. 

We have the management engineering committee and staff, with 
21 civilians and 3 military, a total of 24. 

Mr. WieGLeswortH. What is the comparable figure? 

Mr. Lorris. Last year they had 18 civilians and 3 military, a total 
fo 21. 

The Office of Assistant Secretary, Mr. Edwards, for legal and 
legislative affairs; 94 civilian and 6 military, a total of 100. 

Last year they had 72 civilians and 7 military, a total of 79. 

The next one is a new activity that is just getting under way, the 
Military Court of Appeals, which was authorized in the Uniform Code 
of Military Justice. They anticipate a total staff of approximately 30, 
I believe it is now. We had planned initially on about 20 for that 
court, but since the judges were appointed it appears that the work- 
load will be substantially heavier than we originally estimated and we 
will probably have to provide more personnel than we have included 
in the budget figure. They had only the three judges on the rolls as 
of last year, so that is a new activity coming into the picture this year. 

For Mr. MeNeil’s office, with the comptroller functions, including 
budget and accounting policy, progress reports and: statistics, 126 
civilians and 4 military, a total of 130, as compared with 109 civilians 
and 4 military, a total of 113, last year. 

Another new activity is the Office of Assistant Secretary Rosenberg, 
the Office of Manpower and Personnel. They estimate a need for 
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approximately 91 civilians and 42 military, a total of 133 as compared 
with 65 civilians and 39 military, a total of 104 who were employed 
in independent personnel activities and who have now been con- 
solidated within her office. 

In the Office of International Security Affairs—that is your North 
Atlantic Treaty and military assistance—— 

Mr. WiaeG.LeswortH. Whose office is that? 

Mr. Lorris. That is Major General Burns, retired. 

Mr. WicGLeswortu. I thought he had resigned. 

Mr. Lorris. He has recently submitted his resignation; yes, sir. 
The position is vacant at the present moment. There are 24 civilians 
and 19 military, a total of 43. Last year they had 18 civilians and 16 
military, a total of 34. 

In the Armed Forces Medical Policy Council—Dr. Lovelace is the 
new Chairman of that Council, replacing Dr. Meiling—they estimate 
a need for 16 civilians and 11 military, a total of 27, as compared with 
12 civilians and 9 military, a total of 21 last year. 

The over-all administrative group which handles the administration 
for the Secretary’s office, the Munitions Board, the Joint Chiefs of 
Staff, the Research and Development Board and all of these agencies 
and in addition handles some functions in the domestic security field 
and civil defense planning, estimates a need for 141 civilians and 35 
military, a total of 176. They now have about the same number as a 
regular staff, but in addition there are approximately 37 temporary 
employees, stenographers and typists, assigned there for the summer 
months only or pending permanent assignment to vacancies in other 
activities. 

Mr. WiaGieswortn. Does that account for 765 people? 

Mr. Lorris. Yes, sir. I will have to firm up those figures to balance 
out to that total. I am not sure that I was reading from tables of the 
same date. 

Mr. WiaeieswortuH. How much is that in dollars and cents over 
all? 

Mr. Lortts. Over all that amounts to $4,637,100 for 1952 as com- 
pared with $3,528,934 spent last year. 

Mr. Wiceiesworts. Then the increase reflected in this office is 
practically all for personnel? 

Mr. Lortis. Yes, sir. And that applies generally to this entire 
appropriation. Approximately 77 percent of the total dollars are for 
civilian salaries. 

Mr. WiaGLeswortu. It is more than that in the Office of the Secre- 
tary, is it not? 

Mr. Lortis. Yes, sir; approximately 83 percent. 

Mr. Wiaeteswortn. You have $936,000 out of $1,127,000, for 
personnel. 

(The following summary table was submitted for the record:) 
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Summary of personnel, Office of the Secretary of De. activities 
































Employment as of June 30, eines eapand, ,terength 
1951 fiscal year } 
Activity 
Civilian | Military | Total | Civilian | Military | Total 
i 
Office of the Secretary ____..............-. } 12 ll 2 12 ll 23 
Office of the Deputy Secretary ___.___- | 6 1 7 7 1 8 
Executive Office of the Secretary ___ _- 54 19 73 61 20 81 
Management engineering -__.............. 18 3 21 21 3 24 
Legal and legislative affairs........._.___- | 72 | 7 79 94 6 100 
Budget and fiscal affairs... ....-......... 109 | 4 113 126 4 130 
Manpower and personnel. ade ei 65 | 39 104 91 42 133 
International security affairs... ___- 18 16 34 24 19 43 
Armed Forces Medical Policy Council_- --| 12 | i) 21 16 11 
Administration and domestic security 177 36 213 141 35 176 
RS aS ieee, 9h Peer ee Sec. 1) 9Ra ii di..2 
ee EER Oe Leper MERLE | 547 | 145 | 692 613 | 152 765 





ECONOMIES AS A RESULT OF UNIFICATION OF THE SERVICES 


Mr. Scrivner. In the Office of the Secretary of Defense do you 
have available any study which would show the effect of unification 
on the Office of the Secretary of Defense and the three services? In 
other words, do you have a study that would give a comparison of the 
cost of operation of that headquarters prior to unification, and the cost 
now, particularly as to manpower and other incidental expenses? 

Mr. Lorris. No, sir; I know of no such study that is available. 

Mr. Scrivner. Of course, the theory of unification was that it 
would centralize many of these programs and eliminate a great deal 
of duplication and save a lot of money, cut down on the number of 
employees, and so forth. But I have been waiting patiently to have 
somebody show me where that objective has been reached. I thought 
perhaps you had such a study available. 

Mr. Lorris. There are studies in specific areas which indicate 
savings which have been effected as a result of improved management. 
practices and as result of unification. But I know of no over-all 
comprehensive study that would give a comparision such as you have 
suggested. 

Mr. Scrivner. Whose office would undertake such a study and 
whose office would be in a position to give us a complete breakdown 
to show what each branch of the service had, for instance, at the outset 
of World War II, then at its peak and for the period of time after the 
war and before unification took place? 

Mr. Lortis. That would probably be a joint effort of Mr. McNeil’s 
office and the management committee under General McNarney. 

Mr. Scrivner. Mr. McNeil, do you know of any study of the kind 
such as I have referred to? 

Mr. McNet. I do not, sir. I know of no study pointed specifi- 
cally to that. 

Mr. Scrivner. Would such a study come under the supervision of 
your office? 

Mr. McNet. Yes, it would come under the supervision of the 
Office of the Secretary and it would probably be undertaken by Gen- 
eral McNarney and his management committee. That would be the 
logical place for it. 

Mr. Scrivner. If we were to get up such a study now, it would be 
too late to have any effect so far as these hearings are concerned, but 
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I think it might prove to be of great value and of interest to members 
of the committee if we could have some information like that, when 
you next come before us. 

Mr. McNetu. We shall try to get that for you. May I make a 
general answer, covering my own personal impression? 

Mr. Scrivner. Yes. 

Mr. McNew. Headquarters, I think, requires an additional number 
of people over the employment that would be necessary if each 
service went its own way. The question, it seems to me, wouid be 
one of requiring the three services, in lieu of the two Departments 
heretofore, to get together and work out some common plans, com- 
mon policies, in an attempt to get a better common utilization of 
available facilities. The value that you get from that against the 
cost of the effort required to work it out, would be the question. 
Previous to that, you see, that was not done. 

Mr. Scrivner. In other words, the question is whether we are 
getting our money’s worth out of the additional number of employees. 

Mr. McNett. At headquarters, ves. I know that there has been 
some gain in greater productivity, for instance, in the Military Sea 
Transport Service. That has worked beautifully and has been effec- 
tive, too, because supplies have been moved to Korea without the 
loss of ship lay-over time. In that respect it bas been the best that 
we have had. In an operation of that kind we have had some savings. 
1 would hardly know how to measure the savings. 

Mr. Scrivner. I think your answer indicates that you understand 
what it is that I have in mind. 

Mr. McNett. Yes, sir. 

Mr. Scrivner. | have watched the situation and I have listened 
to statements made by members of the military and members of other 
congressional committees which have gone somewhat into the question, 
and I have had reports which have verified the suspicion that I had 
that we were not reaching the goal that we thought we would reach 
as a result of so-called unification. While there has been some eradi- 
cation of duplication and overlapping, much of that has come about 
because of the insistence of this committee. I think we anticipated 
that there would be a requirement of lesser manpower than apparently 
is now required. 

Mr. Wigglesworth, who had the witness previously, has now re- 
turned from answering a roll call and I shall defer my questions until 
he has concluded his examination. 


Munitions Boarp 
PERSONNEL REQUIREMENTS. 


Mr. WiacLesworru. Can you give me a statement similar to that 
which you gave with reference to the Office of the Secretary, for the 
Munitions Board activity? 

Mr. Lortis. Yes, sir. The Munitions Board proper estimates a 
need for 585 civilian and 115 military, or a total of 700, at an estimated 
cost of $4,295,800. 

Mr. Wice.Leswortu. Is that an over-all figure? 

Mr. Lorris. Yes, sir. 
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Mr. WieGLesworts. Can you not break that down for me? 

Mr. Lortis. I believe I can, sir. 

I have a breakdown here of the 1952 year. I do not have a com- 
parable breakdown for last year. Personal services, $3,627,000. 

Mr. WicGLeswortnH. Yes, but what are they? I want to get a 
breakdown like the one you gave me for the Office of the Secretary. 

Mr. Lortis. Oh, a breakdown of the personnel? 

Mr. WiGGLeswortu. Yes. 

Mr. Lortis. In the chairman’s office there are 119 total, 111 civilian, 
and 8 military, compared with 111 civilian and 7 military last year, 
or a total of 118. They are planning some phasing down in that 
area. 

PRODUCTION AND REQUIREMENTS 


In the Office of Production and Requirements, which includes 
programing, priorities and controls, industrial security, analysis of 
materials and resources, the plant -facilities program, the aircraft 
program, and the petroleum and electronics program, it is estimated 
that we will need 284 civilians and 64 military, or a total of 348, as 
compared with 279 civilians and 59 military, or at otal of 338 last year. 


STOCKPILING 


Under our stockpiling program they have 20 civilians and 2 military, 
a total of 22, and will require approximately that same number next 
year. 
SUPPLY MANAGEMENT ACTIVITIES 


In supply management activities they have 138 civilians, 31 mili- 
tary, or a total of 169. 

Mr. Taser. What is that figure? 

Mr. Loris. 138 civilian, and 31 military, or a total of 169 as com- 
pared with 131 civilian and 23 military, or a total of 154 last year. 

Now, that includes the procurement systems, supply, the Office of 
Small Business, packaging and standards, matériel inspection pro- 
grams and programs of that nature. 


INTERNATIONAL PROGRAMS 


In addition they have a small office of international programs which 
employs 30 civilians and 10 military, a total of 40, approximately the 
same as last year. 

Mr. WicGLeswortu. It is more than that, is it not? 


CATALOGING AGENCY 


Mr. Lorris. That is the total of the first item I gave. That is the 
Munitions Board proper. In addition we have 250 people in the 
Munitions Board Cataloging Agency. 

Mr. Wiacieswortn. Two hundred and fifty? 

Mr. Lortis. Two hundred and fifty, yes, sir; comprised of 241 civil- 
ian and 9 military. That compares with 219 civilian and 10 military 
last year, or a total of 229. 
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MILITARY RENEGOTIATION POLICY AND REVIEW BOARD 


Also included in that segment of the estimate is the Military Re- 
negotiation Policy and Review Board, which employs 12 civilians. No 
provision has been made in the estimates for 1952 for this Board be- 
cause Congress made provision for a Government-wide renegotiation 
agency, and it was anticipated that the members of that Board would 
be appointed by July 1, and we would not be required to carry on the 
Renegotiation Board in the Department of Defense. The over-all 
Board has not been appointed yet, and we will continue our Board 
until that is established. 


MILITARY TRAFFIC MANAGEMENT 


There is also the Military Traffic Service which employs 17 civilians 
and 1 military, a total of 18, which is approximately the same as last 
year. 

I believe those will add up to the total of 968—843 civilian and 125 
military. 

aa TaBeR. You gave us a figure of 700 when you were giving it 
before. 

Mr. Lortis. That was the Munitions Board proper. Then I added 
the Cataloging Agency, the Renegotiation Policy and Review Board, 
and the Military Traffic Service. 

Mr. Taper. Do these other people get their pay out of the same 
item? 

Mr. Lortis. Yes, sir; it is all included in that one item. 

Mr. Wiaciteswortu. That 968 personnel accounts for how much 
money? 

Mr. Lortis. $6,073,000 in 1952 as compared with $5,251,000 last 
year. 

Mr. WiaeLeswortH. $5,251,000 last year? 

Mr. Lortis. Yes, sir. 

Mr. Wigcieswortu. I wonder if that figure is correct. It would 
look on page 7 as though the total expense was only $5,187,100. 

Mr. Lorris. That was the figure prepared as of about April 1. 
The figures I just read you are the figures on the obligations reflected 
on June 30, which are still subject to some adjustment when the bills 
come in. 

Mr. Wiaciteswortu. Do you not have a slight decrease in person- 
nel here? I have not totaled it up. 

Mr. Lorris. At the time the budget was prepared there were 
indications that the Munitions Board would have a much larger staff 
on June 30, 1951, than was actually the case, with a slight reduction 
planned for 1952. I have a table which may be placed in the record. 

(The table is as follows:) 
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Summary of personnel, Munitions Board and industrial activities 
































Employment as of June 30, | Estimated year-end strength, 
1951 year 1952 
Activity 
Civilian | Military} Total | Civilian | Military} Total 

Office of the Chairman......._.........__. 111 | 7 118 111 x 119 
Production and requirements. ___________- 279 | 59 338 284 64 348 
§ EI) < RAE Ee ee Eee 20 | 2 22 22 2 pz} 
Supply management.._..._._..___.......- 131 23 154 138 31 169 
International programs_........._...____. | 29 | 10 39 30 10 40 
Cataloging Agency.._...............-- ---| 219 10 229 241 9 250 

Military Renegotiation Policy and Re- | 
. . _ O82 ae RR pices oual fy SRP ees yp CREAR. RE ROS. TAR 
Military traffic management._...._..___- | 16 1 17 17 1 18 
OE LE TELE 817 | 112 929 843 125 | 968 








Mr. WiccieswortnH. The dollar figure you are asking shows an 
increase of $800,000. 

Mr. Lortis. Yes, sir, but the Munitions Board has not had all of 
the people on their rolls for the entire fiscal year. At the outbreak of 
Korea they were employing in the neighborhood of 700, as I recall, 
but in order to undertake the expanded responsibilities contingent 
upon the expanded procurement program, and establishing priorities 
and controls over materials, and getting into current production 
problems as distinct from mobilization planning problems, they ex- 
panded their staff substantially during the last fiscal year. 

Mr. WiacieswortH. Then the number of man-hours in 1952 will 
show an increase as compared with 1951? 

Mr. Lortis. Yes, a dollar increase without much increase in per- 
sonnel. 

Mr. WicecieswortH. You anticipate an increase in man-hours? 

Mr. Lortis. Yes, sir. 


AVERAGE SALARIES 


Mr. WiecLesworrn. And the Board is proposing to pay this 
personnel on an average about $6,000 or more apiece, are they not? 

Mr. Lorris. The average salary for the Board is in the neighbor- 
hood of $5,000. 

Mr. WiecLeswortH. You have 968 people in here at $6,073,000 
according to your previous statement. 

Mr. Lorris. Yes, sir, but that mcludes other expenses such as 
travel, printing, supplies, equipment and communications services. 

Mr. Wiccteswortn. I thought this was just personnel that you 
were giving me. 

Mr. Lorris. The dollar figure includes all expenses of the Board. 

Mr. WiaGLeswortu. I asked you how much those 968 people 
amounted to in dollars and cents. 

Mr. Lortts. In dollars and cents that amounts to $4,800,000 of 
the $6,000,000. 

Mr. WiecLteswortn. As compared with what for the present year? 

Mr. Lorris. As compared with $3,785,000 last year. 
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ACTIVITIES OF OFFICE OF PRODUCTION AND REQUIREMENTS 


Mr. WiacLEeswortuH. Will you spell out a little what those 348 
people do in the Office of Production and Requirements? 

Mr. Loris. Those are the people who work with industry in plan- 
ning the production schedules, and who work with the military depart- 
ments in the development of their requirements for end items of 
procurement such as tanks, guns, ships, and planes, and the transla- 
tion of those into the materials that are required to produce the end- 
items. They work with the civilian control agencies in the allocation 
of the amount of copper, steel, and aluminum that is required for 
the defense program. 


TOTAL PERSONNEL REQUIREMENTS, OFFICE OF SECRETARY OF DEFENSE 


Mr. WieeLEswortu. Looking at page 8 where you total the per- 
sonnel for the four different offices you show the number of civilian 
personnel requested for 1952 as 2,036, compared with 2,015 in the 
present fiscal year. What was your actual employment as of June 
30, 1951? 

Mr. Lorris. On June 30 there were approximately 1,875 civilians. 
‘ Mr. Wice.ieswortu. One thousand, eight hundred and seventy- 
ive? 

Mr. Lortis. Civilians; yes, sir. 

Mr. Wieaiesworts. Or 1,850? 

Mr. Lorris. One thousand, eight hundred and seventy-five, sir. 

Mr. Taser. That is over-all. 

Mr. WiGcc.Leswortn. Yes, that is the over-all figure as of June 30. 
How many civilians were there? 

Mr. Lortis. That is the civilian figure, 1,875. 

Mr. Wiacieswortn. How many military personnel were there? 

Mr. Lortis. Seven hundred and eighteen militarv. 

Mr. Taser. That was 1,824 on May 31 according to the figures 
that I have been given. 

Mr. Lortts. Yes, sir. 

Mr. Taser. Is 1,850 nearer to the mark than 1,875? 

Mr. Lortis. No, sir. The 1,850 estimate was made at the time the 
staff of the Appropriations Committee investigators were over there 
working with us around May. At that. time it looked like we were not 
going to reach the year-end strength we had anticipated in the bud- 
get, and we made a rough projection that it would be in theneigh- 
borhood of 1,850. The actual count turned out to be 1,875. 


OVERTIME PAY 


Mr. Wice.Leswortu. Is there some money in here for overtime pay? 

Mr. Lortis. Yes, sir. 

Mr. WieeLeswortu. Where is that reflected? 

Mr. Lortis. The table on page 4 shows overtime of $512,000 as 
compared with $348,400 last year. 

Mr. WiaeLeswortH. What was the actual cost for the pay period 
ending May 26, 1951, if you know? 

Mr. Lortis. I am not sure I have that particular pay period with 
me here. I do have, sir. I have the one ending June 23, which 
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shows an actual cost of $11,900 as compared with the previous pay 
eriod, which would be the pay period you are talking about, sir, 
May 26, I believe, of $13,424. 

Mr. WiaGLeswortu. That is a 4-week period? 

Mr. Lorrtis. A 2-week period, sir. There are 26 pay periods in a 
year. 

: Mr. WicGLeswortn. Twenty-six? 

Mr. Lortis. Yes, sir. 

I have just been handed a note, Mr. Wigglesworth. At May 26 
it was $15,849. 

Mr. SHepparp. May I ask a question there, Mr. Wigglesworth? 

Mr. WiaGLeswortu. Certainly. 

Mr. SHEepparD. What are the factors entering into overtime pay, 
is it a straight time element, or time and a half or double time, or 
what is it? 

Mr. Lortis. It is time and a half for those personnel who receive 
less than $2,970. Above that salary it scales down to a rate of $1.51 
an hour after $6,600 a year salary, with a limitation that base pay 
plus overtime cannot exceed $10,300 a year, so that those in the 
higher salary brackets do not get any pay for overtime. 

Mr. SuHepparp. What would be your cut-off point on the higher 
salary brackets, at what dollar level? 

Mr. Lortis. $10,300, grade 15. 
Mr. Suepparp. Thank you very much, Mr. Wigglesworth. 


RESEARCH AND DevELOPMENT Boarp ACTIVITIES 


Mr. Wiceciesworrtn. I note in respect to the Research and De- 
velopment Board that— 

The Board is responsible for assuring the maximum return from every military 
research and development dollar spent. 

Do I understand from that that the Board actually passes upon and 
approves every dollar spent for research and development in the 
Army, the Navy, and the Air Forces? 

Dr. Cornett. There is a regulation, which started with the Appro- 
priation Act of 1950, providing that no research and development 
funds can be obligated by the military departments except in accord- 
ance with schedules approved by the Secretary of Defense. 

The Research and Development Board, in turn, has the responsi- 
bility of advising the Secretary of Defense with respect to that ap- 
proval, under regulations established by him. Thus the obligation 
schedules for the three military services are passed on by the Research 
and Development Board before the money is actually obligated. 

Mr. WiaecteswortnH. Well, the answer to my question is in the 
affirmative, as far as the Army, the Navy, and the Air Force are 
concerned? 

Dr. Cornett. Yes, sir; I believe so. 

Mr. WiacieswortH. Does it go any further than that? Do you 
pass on any other research and development programs? 

Dr. CorneEtu. Beyond the military departments? 

Mr. WiaeteswortH. Beyond the Department of Defense; ves. 

Dr. Cornet. No, sir, not in the sense that we approve them. We, 
of course, are quite aware of and do study many other Government 
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research and development programs, such as those for NACA, and 
the Atomic Energy Commission, but not in the sense of approving 
them. 

Mr. WiecG.LeswortH. But there is an over-all agency, is there not, 
that approves all research and development programs? 

Dr. Cornetu. Not other than the Bureau of the Budget, as far as 
I know. 

Mr. WiaGieswortu. Then the only means of avoiding duplication 
as between the Department of Defense program and other programs 
is through coordination of the various agencies concerned? 

Dr. CorNELL. Yes, sir. 


=e 


CLAIMS 


’ ~ Mr. WiceLeswortn. Under the claims item for which $5,000,000 
is requested for 1952, apparently the same amount was provided last 
year. 
What has been the experience to date? How much of the $5,000,000 
provided for 1951 has been actualiy spent? 
Mr. Lorris. $4,543,140. 
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NATURE OF CLAIMS 


Mr. WiacLesworrn. In general, what is the nature of these claims? 
Mr. Lorris. They cover claims for military and civilian personnel 
effects which are lost or damaged, due to military operations, marine 
casualty claims, repayments of erroneous collections, Federal tort 
claims, claims of foreign nationals, tort claims, and property damage 
claims due to noncombat activities, training activities, training con- 
P 4 tracts, indemnity claims for the Post Office Department, and miscella- 
4 neous claims of that nature. 
, Mr. Wieeieswortnu. All right. 
Mr. Lortis. There is a table on page 4 of that tab, Mr. Wiggles- 
: worth, that breaks down the categories of claims. 
‘ Mr. WiaceLeswortn. I[ think that is all, Mr. Chairman. 
; Mr. Manon. Mr. Scrivner. 


ACTIVITIES OF OFFICE OF THE SECRETARY OF DEFENSE 


4 Mr. Scrivner. Mr. Chairman, I have been reading some of the 
pages of the justifications that show some of the programs in which 
; so many of these civilian employees are engaged, and it seems as 





though the farther we go the more complicated all of this becomes. 


E EXCESSIVE NUMBER OF BOARDS AND COMMITTEE 


Much of this could be eliminated if somebody, somewhere in charge 
of these programs can be given the authority to make decisions. If 
that is done he will not make any more mistakes on his own than are 
made after all of the various committees, boards, and various agencies 
and their staffs about simplifying and economies have sat down and 
mulled it over and then reached some decision. 

If you look on page 10 it relates each of your manpower and per- 
sonnel activities, including manpower requirements, utilization and 
controls, industrial manpower supply, industrial relations, military 
and civilian personnel policies, the coordination of management and 
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engineering, policy guidance, more coordination, the coordination of 
administrative security policies, and all of the way through until 
we have just about coordinated ourselves out of existence. I think 
if the Department of Defense has not already done so, it might very 
well undertake @ program of simplification and elimination of a lot 
of these activities, and just take a chance on some of the decisions. 

Mr. Lorris. May I make an answer on that point, Mr. Scrivner? 

Mr. Scrivner. Yes, sir. 

Mr. Lortis. We have found, just as you have noticed that a board 
and committee type of operation is not the way to get things done 
expeditiously. 

Mr. Scrivner. Neither expeditiously nor economically. 

Mr. Lorris. We have continuously campaigned to reduce the 
number of boards and the committees that were in existence in the 
Secretary’s office, and we have effected some reductions. 

You appreciate, of course, that some of the board type of operation 
is imposed upon us by the National Security Act. We have the 
Munitions Board, and we have the Research and Development 
Board that sets the pattern for what, apparently, is the congressional 
intent as to how we should operate, and within that framework we are 
trying to streamline the staff as much as possible. 

Mr. Scrivner. Then we go on down a little farther, and you have 
some set-up that is going to try to bring about more economy, and so 
you set up some board to set up standards and criteria. Then there 
are others that carry on review and analysis, schedule and procedural 
practices on down uniil finally we just wind up ina maze. All of these 
things take people, and when you have people you have to have 
payrolls, and when you have payrolls you have to have added taxes, 
there is just no escape from it. 


NEED FOR SIMPLIFICATION 


Then you have different groups for review and reevaluation and 
all of that. These pages are just filled with different committees, 
boards, and activities. Somebody ought to attempt to simplify all 
of the activities and procedures not only in the Secretary’s office, 
but right on down through every military office we have. We have 
been talking about a lot of studies and what not, but they never seem 
to simplify. They always seem to come up with some suggestion that 
makes it a little more complicated, that makes it a little more complex, 
or that makes it a little more costly. 

Actually, it is quite disturbing to those of us sitting on this side of 
the table when we try to work out some means of saving the tax- 
—" dollars, because if they are not saved pretty soon we are all 
sunk. 

AUTOMOBILES ASSIGNED TO SPECIFIC INDIVIDUALS 


We discussed the use of automobiles. I listened intently to those 
who have cars assigned to them, but if my memory serves me correctly 
I have seen some other Department of Defense officials in the various 
services who, apparently, have cars assigned to them over and above 
this list which was given to Mr. Sheppard, I believe it was. 

I would suggest to either Mr. McNeil, or whoever is the proper 
party, that this thing be gone into just a little more religiously. 
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I think the law as it now stands limits pretty much where there can 
be the assignment of a private car to any individual. If the law is 
not broad enough to really take care of those who should have them 
then somebody ought to come up with an amendment to the law and 
not close his eyes to it, and see that they are not used by those who 
should not use them. 

I would make one statement of fact which speaks for itself, that 
upon one occasion I saw the Chief of Staff of the Army attending a 
social function, and he appeared there in his own private automobile, 
not a Government vehicle, and certainly if he can do it, those of lesser 
rank can do the same thing, but it is not being done that way. 

I have seen a few where I have personally called attention to the 
fact to the Chief involved. I think some of that practice has stopped. 
I am going to continue that practice whenever I see a Government 
vehicle, particularly a Defense Department vehicle, being used where 
I feel it is not being used properly. I am going to go just a little 
farther in the future than I have in the past. 

Mr. Manon. Mr. Taber. 


OBLIGATIONS AND EXPENDITURES 


Mr. Taper. I would like to have placed in the record the table 
with reference to obligations and expenditures that Mr. Garlock 
handed me a while back. 

(The matter referred to is as follows:) 


Office of the Secretary of Defense—Status of appropriated funds, fiscal year 1951 























Unobli- Unex- 
Title Available | Estimated | Expendi- | gated ap- | pended ap- 
funds obligations tures propriation|propriation 
balance balance 
| j | 
Salaries and expenses___-____.._-- _....-|$12, 300, 000 ($12, 288, 654 ($10, 845, 542 $11,346 | $1, 454, 458 
ree aR 7 5) 000, 000 |” 4 543; 140 | 3,288,102 | 456,860 | 1, 711, 898 
SNS ESET ITI POO IDES 1342, 000, 000 1324, 422, 565 (291, 502,851 | 17, 577, 435 50, 497, 149 
Contingencies. ______.__-- aha _....| 85,000,000 | 71, 253, 286 | 17,581,013 | 13, 746,714 67, 418, 987 
Emergency fund. ................-: oipeetaiie 240, 000, 000 |) 239,833,000 1239,833,000 167, 000 167, 000 
| ES SS ae ae a ------|684, 300, 000 (652, 340, 645 |563, 050, 508 | 31, 959, 355 | 12], 249, 492 
| ! | 


| 


1 Obligations and expenditures represent transfers to the military departments. 





Mr. Taser. I would like to ask at the moment if you could give 
me the obligations on the retired pay for May and for June? 

Mr. Lortis. I do not have those figures with me. The June obli- 
gations have not yet been recorded. May is available immediately. 

Mr. Taser. You mean you will not have June for some time? 

Mr Lorris. Not until the latter part of this month, sir. 

Mr. Taser. Give me April then, April and May. 

Mr. Lortis. April and May? 

Mr. Taser. Yes. 

Mr. Lortis. May I supply that for the record? 

Mr. Taser. Yes. 

Mr. Lorris. We can estimate what June will be at the same time. 

Mr. Taser. All right. 

This 1s supposed to give the unobligated balances? 
Mr. Lortis. Yes, sir; and includes the projection. 
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Mr. Taser. That is the projection for June rather than the accurate 
figures? 
Mr. Lortis. Yes, sir. 


OBLIGATIONS ON RETIRED PAY 


Mr. Taser. Now, as long as you are going to put that in the 
record I would like to have you put it in for each month. 

Mr. Lorris. Each month of the fiscal year; yes, sir. 

Mr. Taser. Yes, sir. 

Mr. Lorris. I shall be glad to, sir. 

(The matter referred to is as follows:) 


Monthly obligations for appropriation, retired pay, Department of Defense, fiscal 
































year 1951 
| Activity 
Month eer | ret eB Total 
Nondis- | Temporary fiir pes ood 
ability | disability | disability reserve 
SS SL ee eee lee yee see $11, 701, 747 $13, 398 's12, 225, 827 | $2,736,712 | $26, 677, 684 
See papeoeeag .| 11, 349, 273 31,944 | 12,248,652 | 2,748,428 | 26, 378, 297 
September | 11, 612, 954 48, 739 | 12,367,989 | 2,681,382 | 26, 711, 064 
October , 725, 020 66, 358 | 12,516,160 | 2,497,342 | 26, 804, 880 
November 346, 636 | 76, 876 | 12,491,828 | 2,390,493 | 26, 305, 833 
SRE 87,743 | 12, 571,304 | 2,355,459 | 27, 119, 738 
I ne ce 734, 727 | 134, 458 12, 748, 686 | 2,317,376 | 26,930, 247 
February 11, 790, 280 | 124, 566 | 12, 663, 177 2. 575 | 26, 806, 598 
BMerm........<: Siataslieba qullccndaacerMenkvaame wats | 11, 849, 028 137,953 | 12,677,405 | 2, 130,965 | 26, 795, 351 
st matte ca necundtcued anu wd ouwcsud~eaied | 11, 902, 991 160, 854 | 12,791,131 | 2,052,754 | 26, 907, 730 
May 11, 978, 000 178, 657 | 12,822,694 ) 1,967,231 | 26, 946, 582 
June (estimated). _- -— 1 » 004, 912 | 187, 954 | 15, 942,412 | 1,903,283 | 30, 038, 561 





| nel 
MR cikepntcdien ccnchucaeepounsaod 141, 100, art 1, 249, 500 154, 062, 265 | 28, 010, 000 324, 422, 565 
| 





CLAIMS 


Mr. Taser. Now, there is a substantial balance in your claims 
item. Do you need as much for this current year as you had for the 
last year? 

Mr. Lortis. Mr. Taber, that item is pretty much of a guess. 

We have estimated that the number of claims would probably 
increase due to the expanded military activities. As we get more 
training camps in operation and more military activities around the 
world the number of property damage and personal claims and tort 
claims should increase. 

Mr. Taser. Why has your personnel for this year as compared 
with last increased so much? It would largely seem with your 
establishment that ié would no*+ go up so much. 

Mr. Lortis. This appropriation for claims is for the entire Depart- 
ment of Defense. 

Mr. Taser. I was not asking about that. 

Mr. Manon. He was talking about the Office of the Secretary of 
Defense. 

Mr. Taser. Why would your appropriation go up so much? 

Mr. Lorris. That is made up largely of the increase in personal 
services, and is the result of adding to the staff this year some 475 
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te civilians who were not on the rolls for the entire fiscal year. In 
order to carry that staff throughout the next fiscal year we will have 
more man-years and man-months of employment from the same 
number of people at an increased dollar cost. 
POSSIBLE REDUCTION IN 1952 BUDGET 
1e 


Mr. Taser. You only had 1,824 on the rolls on the 31st of May, 


: and you are quire a little below the number you estimated. You are 
about 150 below, at least 150 below what you had estimated you 
would be. 


Mr. Lortis. Yes, sir, and there are indicated savings there. 
Mr. Taner. And so you probably will be 150 below the estimate 
al . on an average next year, will you not? 

Mr. Lorris. The way things look now we will have that 150 plus 
a few more before the first of the next calendar year. 

Mr. Manon. Is this area where you have conceded that certain 
reductions should be made below the budget? There are others of 
that kind. 

Mr. Lorris. Mr. Chairman, we feel that the estimate is as sound 
as we can make it. We may be over in some places, as Mr. Taber 
has pointed out, and there are indicated savings by virtue of our failure 
to achieve the year-end strength which we estimated last February. 

Offsetting that there are other areas where we have underestimated, 
as, for example, on the Court of Military Appeals. In preparing this 
estimate there were no judges appointed, and ne planning factors. 
It now appears that the court will cost us in the neighborhood of 
$100,000 more than we estimated last February. 

Mr. WiecteswortH. You told us this estimate provided for a 
50-percent increase in personnel over the original estimate, did you not? 

Mr. Lortis. I believe when I was talking about the court I indi- 
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: cated we had planned for a staff of about 20 civilians. 
Mr. WicGLeswortu. Yes. 
s d Mr. Lortis. It now looks like the court is going to have a staff of 
e ‘ nearly 30, or more than that. 
; Mr. Manon. Could we now have a statement in regard to contin- 
'  gencies? 


v : (Discussion off the record.) 
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Monpay, Juty 16, 1951. 


LANGUAGE CHANGES 
WITNESSES 


R. L. TRACY, LEGAL ADVISER TO THE COMPTROLLER OF THE ARMY 

REAR ADM. H. G. HOPWOOD, DEPUTY COMPTROLLER, DEPART- 
MENT OF THE NAVY 

BRIG. GEN. M. J. ASENSIO, DIRECTOR OF BUDGET, DEPARTMENT 
OF THE AIR FORCE 


Mr. Manon. Let us proceed with the language provisions. 


DEPARTMENT OF THE ARMY 


Mr. Tracy. The Army language changes, which we will take up 
first, start on page 24. 


CONTINGENCIES OF THE ARMY 
EXAMINATION OF ESTIMATES 


Under the heading “Contingencies of the Army” at about the 
middle of the page we have deleted the words “‘and for examination 
of estimates of appropriations and of military activities in the field.” 

This has been deleted because similar language has been included 
in the general provisions in section 609, which appears at page 562 
of the committee print. 

Mr. Sixes. Does it do the same thing? 

Mr. Tracy. It is the identical language. 

Mr. Manon. Should that be made permanent? 

Mr. Tracy. It is not customary to make that permanent. It is 
simply a matter of availability of appropriations each year. We 
could write a special provision. There would be no objection to 
writing a special provision, permanent in effect. 

, Mr. Manon. You might confer with the committee about that 
ater. 

Mr. Srxes. What is the purpose of changing the location of the 
language? 

Mr. Tracy. It simplifies it somewhat to have it in one general 
provision, rather than having it appear in all the various appropria- 
tions for the individual services. 

Mr. Manon. All right. 


CIVILIAN RELIEF IN KOREA 


Mr. Tracy. The next change is on page 30 under the heading 
‘Civilian relief in Korea.’”’ Since this is a 2-year appropriation it was 
not necessary to repeat all the language of the appropriation. For 
that reason the wording has been bracketed out and new wording 
simply stating, ‘‘for an additional amount,” for this appropriation 
has been inserted. 

The same authority and same limitations will, of course, continue 
applicable to the new funds. 

Mr. Manon. Is any good accomplished by this move? 
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Mr. Tracy. ‘the only good, Mr. Chairman, is that it saves a little 
bit of printing. 

Mr. Manon. It all means the same thing? 

Mr. Tracy. It means exactly the same thing. 

Mr. Manon. All right. What is the next item? 


RIFLE PRACTICE 


Mr. Tracy. On page 33 the language of the appropriation “ Pro- 
motion of rifle practice” has been entirely rewritten merely for the 
purpose of simplifying it and bringing it into line with the authority of 
existing law. The previous appropriation language had the effect of 
repeating a large part of the wording of the permanent law. The 
revised language simply states ‘for necessary expenses of construc- 
tion, equipment, and maintenance of rifle ranges, the instruction of 
citizens in marksmanship” in accordance with the various statutes 
which cover this activity. 

Mr. Srxzs. It does nothing else? 

Mr. Tracy. It does not broaden or alter the previous language 
except in the ways I will mention in just a moment. 


DUTY AT RIFLE MATCHES 


On page 34, about the middle of the page, there has been deleted 
a proviso which permits the calling to duty of National Guard and 
Organized Reserve personnel in connection with the national matches 
without any pay for that period of time. That has been deleted since 
the authority to call these personnel to active duty without pay is now 
contained in the Career Compensation Act of 1949. 

Mr. Manon. Is now contained? 

Mr. Tracy. Yes, sir. There is, therefore, no need to repeat this. 

Mr. Manon. All right. 


TRAVEL EXPENSES 


Mr. Tracy. On page 35, at the bottom of the page, wording has 
been inserted to provide that travel expenses of civilian members of 
the Board shall be paid in accordance with the standardized Govern- 
ment travel regulations. 

Mr. Manon. All right. - What is next? 


GENERAL STAFF CORPS 


Mr. Tracy. On page 47 the heading has been changed from ‘“‘Gen- 
eral Staff Corps” to “General Staff” simply in accordance with the 
change in the permanent law made by section 401 (b) of the Army 
Organization Act. 

Mr. Manon. All right. 


FINANCE CORPS 


Mr. Tracy. On page 55 a similar change has been made in con- 
resem with the Finance Department, now known as the Finance 
Sorps. 
Mr. Manon. All right. 
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TRAVEL ALLOWANCES 


Mr. Tracy. On page 64, under the heading “‘Travel of the Army” 
a considerable amount of wording has been deleted. Specific reference 
to these items of travel is no longer required since they are now covered 
by section 303 of the Career Compensation Act, which is Public 
Law 351. 

Mr. Srxes. Is this only an elimination of unnecessary wording? 

Mr. Tracy. Yes, sir. 

Mr. Sikes. It does not broaden or change the language in any way? 

Mr. Tracy. It does not. It brings these travel expenses right into 
line with those permitted by the Career Compensation Act. 


APPROPRIATIONS AVAILABLE FOR TRAVEL 


On page 65, near the bottom of the page, wording has been deleted 
which makes certain Army appropriations available for travel 
expenses. We have deleted this since the authority to use other 
appropriations for travel is now covered by section 615 of the general 
provisions. 

Mr. Manon. All right. 

Mr. Sixes. I am sorry, I think I missed part of this. What 
change, if any, is there in the language on page 65? 

Mr. Tracy. The existing language here, which appears in brackets, 
specifies which Army appropriations may be used for travel expenses. 
The revised language which now appears in the general provision 

ermits all temporary duty travel expenses of military personnel to 
»e paid out of any Army appropriation, and all expenses of travel of 
civilians out of any appropriation. That is in line with the conversion 
to a new budget structure for the Army. Travel expenses will be 
charged to the proper activity. 

Mr. Manon. All right. 


FINANCE CORPS 


Mr. Tracy. On page 69 under the heading ‘Finance Service’’ the 
title ‘Finance Department” has been changed to ‘Finance Corps’”’ on 
the basis previously mentioned, to accord with the permanent law. 


CONTRACTUAL SERVICES 


In addition, wording has been inserted to cover services incident to 
financial management activities. In certain cases it is necessary to 
obtain services by contract rather than by direct employment. This 
would make clear the authority to do so. 

Mr. Manon. All right. 


ARMY TRANSPORT SERVICE 


Mr. Tracy. On page 82 under the heading “Subsistence of the 
Army”’ at about 10 lines down the provision covering subsistence of 
personnel of the Army Transport Service has been changed to apply 
to personnel of Army vessels. The Army Transport Service as such 
no longer exists; however, certain vessels are operated by the Army. 

Mr. Manon. All right. 
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MINE PLANTER SERVICE 


Mr. Tracy. On page 92, on the fourth line down, the provision 
covering commutation of clothing due to warrant officers of the Mine 
Planter Service has been deleted since the Army Mine Planter Service 
has been discontinued and there are no such clothing allowances pay- 
able to its personnel. 


NONRECURRING LANGUAGE 


On page 93, the two provisions which appear in brackets are from 
the supplemental appropriation acts of 1951 and they are deleted as 
no longer being required. 

Mr. Manon. All right. 

Mr. Tracy. Page 98, on the first line, the term ‘‘personal services” 
is deleted. 

CLOTHING AND EQUIPAGE 


Mr. Taser. Where do they get the clothing item now? Is that 
out of a straight quartermaster appropriation? 

Mr. Tracy. The warrant officers buy their own clothing. It used 
to be a special provision was made by law for allowances to the 
warrant officers of the Mine Planter Service. However, that author- 
ity has been repealed and they are required to furnish their own 
clothing. 

Mr. Taser. That is not the reason for this second language. 

Mr. Tracy. Maybe we are talking about two different things here, 
Mr. Taber. 

Mr. Taner. On page 93 the second item was ‘Clothing and 
equipage.”’ 

Mr. Tracy. I beg your pardon. Yes; that covered the authority 
to set up the so-called wool reserve. That authority was covered in 
the second supplemental appropriation. 

Mr. Taser. Your clothing and equipage must be somewhere else. 

Mr. Tracy. The clothing and equipage authority is on the preceding 
page, page 92. 

Mr. Taper. I see. All right. 

Mr. Manon. Off the record. 

(Discussion off the record.) 


PERSONAL SERVICES 


Mr. Tracy. On page 98 under the heading ‘Incidental expenses 
of the Army” the term “personal services” has been deleted as being 
unnecessary language. These services may be employed without 
any specific authority in the wording of the appropriation act. Similar 
changes have been made throughout the entire act. 


PERSONAL SERVICES AND PRINTING 


On page 109 under the heading ‘‘Transportation service, Army”’ 
at about the middle of the page there appears in brackets the authority 
for personal services in the District of Columbia and for printing and 
binding. Those have been deleted because the necessity for specific 
reference to those items in the appropriation language was repealed 
by Public Law 830 of the Eighty-first Congress. 
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TRANSFER OF VESSELS 


At the bottom of the page the proviso which pertains to the transfer 
of vessels has been amended by deleting the words ‘‘Maritime Com- 
mission” and inserting “the Department of Commerce.” The 
Maritime Commission has been changed to the Maritime Adminis- 
tration and placed under the Department of Commerce. 

In addition, the words ‘‘Department of the Air Force” have been 
inserted so as to make this authority uniformly applicable to all 
three services. 

Mr. Manon. All right. 


EXPENSES OF FACILITIES 


Mr. Tracy. On page 119 under the heading “Signal Service of the 
Army” at the middle of the page the provision pertaining to lease, 
alteration, and repair of Signal Corps buildings has been deleted 
on the basis that such leasing and maintenance costs should be pro- 
vided for from engineer funds. 


AIRCRAFT WARNING SYSTEMS 


The following provision, which pertains to expenses of aircraft 
warning service systems, including acquisition of land, has been 
deleted on the basis that the wording in the opening line of this appro- 
priation provides all the necssary authority for such warning systems 
with the exception of possible acquisition of land. 


NONRECURRING LANGUAGE 


At the bottom of page 119 a provision from the second supple- 
mental appropriation act extending the availability of 1951 funds has 
been deleted as not being required. 


TORT CLAIMS 


On page 134 the language of the appropriation for ‘‘Construction, 
Alaska communication system,” has been changed by deleting the 
wording for payment of tort claims. The requirement that this be 
specifically mentioned in appropriation language was also repealed by 
Public Law 830 of the Eighty*first Congress. The authority exists 
without specific reference to it. 


NONRECURRING LANGUAGE 


At the bottom of the page the provision pertaining to the use of 
funds for certain construction in Alaska has been deleted as no longer 
being required. 

PAY OF NURSES 


On page 137 under the heading ‘Medical and Hospital Depart- 
ment”’ the provision at the bottom of the page pertaining to the pay of 
male and female nurses and other personnel has been deleted as no 
longer being required, since the personnel mentioned in this clause may 
be employed as exempted personnel under the Civil Service Act. The 
same authority exists without specific reference. 
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CHANGE OF NAME 


On page 138, references to the Medical Department have been 
changed to Medical Service in accordance with the Army Organization 
Act of 1950. 


EXTENDED FUNDS 


On page 151 under the heading ‘Engineer service, Army’’ the 
proviso at the top of the page pertaining to the extension of fiscal 
year 1947 funds has been deleted as nonrecurring language which is 
not required to be continued. 


NONRECURRING LANGUAGE 


The next clause pertaining to the extension of 1951 funds is taken 
from the Second Supplemental Appropriation Act of 1951 and need 
not be repeated. 

MILITARY CONSTRUCTION 


On page 162 changes have been made in the wording of the appro- 
priation “Military construction, Army.” The revised language 
which appears at the bottom of that page covers only the amount 
necessary to liquidate contract authority previously granted. If any 
construction funds are added to this bill revised language will be 
necessary to cover that authority. 

(Discussion off the record.) 

Mr. Manon. You may proceed, Mr. Tracy, with further language 
changes for the Department of the Army. 


ORDNANCE CORPS 
Mr. Tracy. We are now at page 171 under the heading “Ordnance 
service and supplies, Army.”’ The term “Ordnance Department” has 


been changed to ‘Ordnance Corps’’ in accordance with the Army 
Organization Act of 1950. 


NONRECURRING LANGUAGE 
At the bottom of the page, the language of the second supplemental 
appropriation act extending 1951 funds through 1952 is deleted as 
having served its purpose. 
EXTENSION OF PRIOR YEAR FUNDS 


At the top of page 172, the wording which extends $2.5 million of 
1942-46 funds has been deleted. 


PERSONAL SERVICES, ARMY TRAINING 


On page 196, under the heading “Army training,” the language 
covering personal services has been deleted as unnecessary. 


MILITARY ACADEMY, PRINTING AND BINDING 
On page 203, under the heading ‘‘ United States Military Academy,” 


in the third line, the wording “printing and binding”’ has been deleted 
84328—51—pt. 1-9 


? 
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since that specific reference in the appropriation language is no longer 
necessary under Public Law 830 of the Eighty-first Congress. 


MAINTENANCE OF CHILDREN’S SCHOOLS 


About halfway down the page, the wording “maintenance of chil- 
dren’s school’ has been deleted since the responsibility for providing 


assistance to local schools is now placed in the Commissioner of Edu- 
cation under Public Law 874 of the Eighty-first Congress. 


SESQUICENTENNIAL OF MILITARY ACADEMY 


Directly following that appears new wording which will authorize 
the use of funds for expenses incidental to the observance of the 
sesquicentennial of the Military Academy. 

Mr. Manon. How much money will be used, not to exceed $95,000? 

Mr. Tracy. $95,000 for the contingencies item. 

Mr. Manon. How will that money actually be spent, what will 
they do with it? 

Mr. Tracy. They will have certain panels of educators come in 
and put on programs and make talks. They will have programs of 
that kind. It is being held pretty much to a minimum level. They 
have revised their plans downward, 


ARMY NATIONAL GUARD 


On page 210 under the heading ‘‘Army National Guard,” the third 
line down, the wording which covers alterations and additions to 
present structures and construction of buildings, and other facilities 
has been deleted because funds for these purposes are now carried in 
the appropriation * Military construction, Army civilian components,” 
on page 230 of the committee print. 


PERSONAL SERVICES 


Four or five lines below that, the wording covering personal services 
at the seat of government has been deleted, since that specific authority 
is no longer necessary in the appropriation language. 


MEDICAL TREATMENT 


At the bottom of page 210, the provision covering medical and 
hospital treatment of members of the Army National Guard who are 
entitled thereto has been deleted since that is now budgeted for under 


the appropriation “ Medical and Hospital Department.” 
ISSUES FROM REGULAR ARMY STOCKS 


On page 211, near the bottom of the page, there has been inserted 
new wording: 
and expenses of modification, issue, maintenance, and use of supplies, material, 


and equipment, and such property may be furnished from Army stocks without 
reimbursement subject to recall for Army requirements. 


This will permit the issue from regular Army stocks of supplies 
and equ.pment to selected National Guard units to assist in training 
them for their Federal mission. Certain types of equipment, such 
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as antiaircraft guns and radar sets, are tremendously expensive, so 
that their purchase from National Guard funds chargeable to State 
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apportionments would not be equitable and such equipment, moreover, 
is not related to the State mission. 

However, these specialized units must be given a chance to train 
with their equipment and familiarize themselves with it so that they 
will be immediately ready in the event of an emergency and call to 


ue 


at 


th 


‘tive duty. 


The previous wording which appears at the bottom of that page and 
at the top of the next page permitting the issue only of surplus or 
excess supplies and equipment is deleted. 

Mr. Manon. Mr. Sikes, who was acting chairman of the ‘ales om- 
mittee during the Army part of the hearings, has a statement to make 


this time. 


Mr. SIKEs. 
e National 


PROPOSED LANGUAGE FOR NATIONAL GUARD 


Mr. Chairman, I have before me suggestions made by 
Guard Association of the United States for language 


changes in the proposed language for the Army National Guard and 
e Air National Guard. I suggest that this language be submitted 
to the respective departments so that we may have their reaction to 
the proposals that have been made and as a further guide to the 
committee in its consideration of language changes which have been 


th 


pl 


‘oposed to us. 


Mr. Manon. | think that is a gor x1 suggestion and let us proceed 
on that basis. 
in understandable form and submit it to the committee, so that when 
we come to mark up the bill, we will be in a position to consider all 
aspects of the problem. 


Mr. Tracy. 


You gentlemen will ple ase pul your reac tions on paper, 


We shall do that, Mr. Chairman. 


(The following information was submitted: ) 


yn. Grorce H. 


Chairman, 


Jury 19, 1951. 
MAHON, 


Armed Services Subcommittee of the Committee on Appropriations, 


House of Re pres niative 8. 


Dear Mr. M 


\HON: During the hearings on the proposed anguage changes for 


he fiscal year 1952 Air Force appropriations (July 16, 1951), the Department of 
the Air Force was requested to review the recommendations of tite Nationai Guard 
\ssociation and, in turn, to submit final recommendations of the De ghee nt of 
the Air Force with respect to the wording of the appropriation ‘Air National 


Guard.”’ 
The recomme 
recommendations of the National Guard Association are agreed to and, in addi- 


tio: 
vis 


De 
la 


st item, provi 


1, at the requ 
ion has been 


ndation of the Department of the Air Force is attached. All 


est of the Air Force Division of the National Guard Bureau pro- 
made for ae nt of officers on duty under section 5, National 


‘fense Act, from the Air National Guard appropriation. With respect to the 


sion should be made in the interest of uniformity to include a 
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the Army. Each department has therefore treated separately 
but each has acquiesced in the lagnuage of the other. 
M. J. ASENSIO, 
Brigadier General, USAF, 
Director of Budget, DCS, Comptroller. 
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Arr NATIONAL GUARD 


Arr NaTIonaL Guarp, Arr Force— 


For pay, allowances, clothing, subsistence, transportation (including mileage, 
actual and necessary expenses, or per diem in lieu thereof), medical and hospital 
treatment and related expenses, for members of the Air National Guard while 
undergoing Reserve training or while performing drills or equivalent duty, as 
authorized by law; travel expenses (other than mileage), on the same basis as 
authorized by law for Air National Guard personnel on active Federal duty, of 
Air National Guard commanders while inspecting units in compliance with 
National Guard regulations when specifically authorized by the Chief, National 
Guard Bureau; establishment, maintenance, operation, repair, and other necessary 
expenses of facilities for the training and administration of the Air National Guard, 
either on Government-owned or State-owned land or on land made available by 
lease or loan from any political subdivision of a State or any individual corporation, 
or organization, for a period of not less than ten years, including construction of 
facilities, and additions,. extension, alterations, improvements, and rehabilitation 
of existing facilities; maintenance, operation, and modification of aircraft; personal 
services at the seat of government and elsewhere including officers on duty under 
Section 5, National Defense Act; transportation of things; purchase and hire of 
passenger motor vehicles; procurement and issue to the Air National Guard of the 
several States, Territories, and the District of Columbia of supplies, materials, 
and equipment, as authorized by law; and expenses incident to the maintenance 
and use of supplies, materials, and equipment, including such as may be furnished 
from stocks under the control of agencies of the Department of Defense; [$103,- 
935,000] $87,900,000: Provided, That the number of [caretakers] technicians 
authorized to be employed under the provisions of law (32 U. 8S. C. 42) may be 
such as is deemed necessary by the Secretary of the Air Force. (Defense Appro- 
priation Act, 1951.) 

Appropriated 1951, $103,935,000. 

Estimate 1952, $87,900,000. 

(Italic indicates new language.) 

Juty 19, 1951. 
Hon. Georce Manon,’ * 73% 
Chairman, Armed Services Subcommittee, 
Committee on Appropriations, House of Representatives. 


Dear Mr. Manon: During the course of hearings on July 16, 1951, on pro- 
posed language changes for the Army appropriations for fiscal year 1952, you 
directed that the Departments of the Army and Air Force examine the proposed 
language changes discussed in the attached letter of the National Guard Associa- 
tion and furnish your subcommittee with the Department’s views as to such 
proposals. It is understood that the statement of the Air Force is being for- 
warded separately. An analysis and statement of the Army’s views as to the 
suggested changes follow. 

1. The National Guard Association recommends restoration of the following 
language, which was deleted from the 1952 budget submission: “and alterations 
and additions to present structures, transportation and erection of temporary 
structures, either on Government-owned or State-owned land, or on land made 
available by lease or loan from any political subdivision of a State or any indi- 
vidual, corporation, or organization for a period of not less than ten years, con- 
struction and maintenance of.” 

Comment: The deletion of this wording was based upon the fact that Congress 
had passed Public Law 783, a law authorizing construction for the civilian com- 

onents. It was the original thought that all funds for construction for the 
emcee components should be appropriated and expended under such statutory 
authorization. To accomplish this, the Army was directed to delete all construc- 
tion funds from the National Guard and Organized Reserves appropriations and 
to consolidate them in a separate appropriation to be called ‘‘Military Construc- 
tion, Army civilian components,’ which would be available for obligation and 
expenditure only as authorized by Public Law 783. However, it must be recog- 
nized, as pointed out by the National Guard Association in its letter, that there 
are certain types of minor, nonarmory construction for the Army National Guard 
which do not appear to be within the concept and procedures prescribed by Public 
Law 783. Therefore, if the subcommittee considers it desirable, the Department 
of the Army would interpose no objection to the retention of the language quoted 
above. It is pointed out that if this action should be taken, it should be accom- 
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panied by the transfer of $8,000,000 from the estimate for ‘‘Military Construction, 
Army Civilian Components” to the Army National Guard estimate. 

2. The second change proposed, although not mentioned in the discussion by the 
national Guard Association, would restore the following language: ‘“‘medical and 
hospital treatment of members of the Army National Guard who suffer injury or 
contract disease in line of duty and other expenses connected therewith as author- 
ized by law.”’ 

Comment: The Army recommends that the above language not be restored. 
As mentioned during the hearings, both funds and language for medical care have 
been deleted from the National Guard, Organized Reserves, and ROTC appropri- 
ations, and consolidated with the appropriation covering medical care for the 
Army. ‘The purpose of this was to make it possible to show in one place all costs 
of medical care. It is believed that this will provide the subcommittee with a 
much clearer picture of the over-all requirement and cost. 

3. The third change proposed is the insertion of the following new language: 
“subsistence for drills of eight or more hours’ duration;’’. 

Comment: The insertion of this wording would solve the difficult problem of 
present lack of authority to provide subsistence to personnel during week end 
range firing. It appears equitable to furnish personnel with meals when they are 
required to stay on duty for eight or more hours. However, in the interest of 
clarity, the wording should be changed to read: “subsistence for drills of eight 
or more hours duration in any one calendar day;”’ 

Moreover, it is pointed out that the same problem is faced in training of the 
Organized Reserves. If the above wording is adopted for the National Guard, 
it should also be inserted in the Organized Reserves appropriation, in the interest 
of uniformity. 

4. The fourth change recommended by the National Guard Association would 
amend the following language of the 1952 budget submission: ‘‘and expenses of 
modification, issue, Maintenance, and use of supplies, material, and equipment, 
and such property may be furnished from Army stocks without reimbursement 
subject to recall for Army requirements;” as follows: (a) by inserting the word 
“repair”? before the word “modification”; (b) by deleting the words “‘subject to 
recall for Army requirements’’. 

Comment: (a) The Army has no objection to inserting the word “repair,” as 
recommended, in the interest of clarity. 

(h) It is strongly recommended that the words ‘‘subject to recall for Army 
requirements”’ not be deleted from the language. The reason for this reeommenda- 
tion may be clarified by brief statement of the origin of the language requested. 
Some months ago, it was decided to be necessary to give intensive training to 
selected National Guard antiaircraft units so that they would be fully prepared in 
the event of emergency. Such intensive training requires thorough knowledge 
and constant practice with assigned unit weapons. As you know, the cost of these 
antiaircraft weapons and accompanying rad&r sets runs into millions of dollars. 
Certain of these weapons were in Army stocks, not needed for immediate issue to 
Regular Army units, and could have been used for issue to the selected National 
Guard units if authority to issue them had existed. However, the only authority 
was to issue surplus or excess equipment, and these antiaircraft weapons were not 
truly excess to Regular Army requirements, although not needed at the moment. 
It was therefore decided to request the subcommittee to approve the above lan- 
guage change, to make it possible to get this heavy, expensive equipment into 
the hence of National Guard troops. 

The necessity for the recall language arises from two factors: 

(1) If a sudden combat requirement develops for the heavy equipment issued 
to National Guard units, it appears desirable that clear authority exist to recall it. 
It seems absurd to contend that equipment once issued should be required to 
remain with National Guard units while combat troops need such equipment. 

(2) After equipment has been issued to a National Guard unit, it may later be 
found that another National “Guard unit is more advanced in its training and better 
qualified for early readiness. It seems clear that authority should exist to recall 
the property and reissue it to the unit which is better prepared and qualified for 
emergency duty, so that its training may be speeded up. 

The National Guard Association in its letter states that the deletion of this recall 
wording is necessary to conform to the State apportionment requirements of 
section 67 of the National Defense Act. That law states that funds appropriated 
for support of the National Guard will be apportioned by States in ratio to the 
number of enlisted men in each State. The Department of the Army will, of 
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course, comply with this law, and all funds appropriated under the Army National 
Guard heading will be so apportioned. It is obvious, however, as a mathematical 
proposition that the State apportionment law cannot feasibly be applied to heavy, 
expensive, and specialized equipment issued from Army stocks, such as the anti- 
aircraft weapons mentioned above. For example, a State having 1 percent of the 
total National Guard enlisted strength would be entitled to approximately 
$2,000,000 es its apportioned share of the 1952 budget request. If such State 
had several antiaircraft units, the cost of their equipment might be two or three 
times as much as that State’s apportionment. To keep the apportionment of all 
other States in balance, it would be necessary to increase the total National Guard 
appropriation by two or three times as much, to purchase equipment possibly not 
—— by the other units. Such an outcome is obviously absurd. 

The last change suggested by the National Guard Association would include 
S16, 000,000 in the Army National Guard appropriation for construction authorized 
by Publie Law 783. 

Comment: The budget submission for 1952 includes a consolidated separate 
appropriation for both National Guard and Organized Reserves construction 
authorized by Public Law 783. It is considered to be in the interest of economical 
and efficient administration of, this program to keep the separate, consolidated 
appropriation. It will also tend to insure that there is no duplication or over- 
lapping of construction for the Reserve components. As was noted during the 
hearings by Mr. Taber, the Air Force budget structure differs in this respect in 
that funds for Air National Guard construction under Public Law 783 are carried 
in the Air National Guard appropriation. The matter of placing budget structures 
on a uniform basis is being studied within the Department of Defense, and it is 
anticipated that further recommendations will be made to the subcommittee in 
connection with the 1953 budget. It is accordingly reeommended that no changes 
be made in the 1952 budget submission in this item. 

I will be glad to furnish any further information the subcommittee may desire 
in connection with the suggestions of the National Guard Association. Because 
of the lack of time, the foregoing has not been cleared with the Bureau of the 
Budget. 

Sincerely yours, 
G. H. DEcKER, 
Major General, GSC, 
Chief, Budget Division, Office of Comptroller of the Army. 


Mr. Manon. Thank you. You may proceed. 


EXTENSION OF AVAILABILITY OF FUNDS 


Mr. Tracy. Also at the bot{om of page 211 appears wording to 
continue the National Guard appropriation available until June 30, 
1953. These funds are placed on a 2-year basis so that the summer 
training may be planned in advance without awaiting the enactment 
of the new appropriation act each year. This has been the case for 
the 1951-52 appropriation. 


CARETAKERS AUTHORIZED 


Mr. Taser. Let me ask you a question on that. You have language 
here that the number of caretakers authorized to be employed for any 
unit or pool, and so forth—-why do you want that language in there? 

Mr. Tracy. There is a limitation on the number of caretakers for 
any one pool. That was placed in the National Defense Act in 1916. 
Since that time it has become the custom to consolidate these pools; 
they are much larger than they were formerly and the number of 
caretakers that was authorized by the 1916 act is now inadequate. 

Mr. Taner. | do not think this is very good language, frankly, 
and when we come to mark up the bill, | am going to suggest changes 
to it. Iam referring to the language on page 212. 
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Mr. Tracy. I might say, Mr. Taber, that we are now trying to 
get a provision comparable to this into permanent law. That is in 
a bill which is now before the Armed Services Committee. Hearings 
have been concluded on it and the bill is ready for reporting. 

Mr. Taser. | think it is very unfortunate language. 

Mr. Tracy. It has been carried for a number of years. 

Mr. Taser. I know that. 

Mr. Tracy. We have been trying to get it enacted into permanent 
law. : 
Mr. Manon. You may proceed. 


MEDICAL CARE, ORGANIZED RESERVES 


Mr. Tracy. On page 218 under the heading ‘Organized Reserves,” 
in the third line, the provision covering medical and hospital care 
has been deleted since it is now budgeted for under the appropriation, 
“Medical and Hospital Department.” 


CONSTRUCTION AND RENTALS 


About five lines farther down, the word “rental” is inserted, to 
replace the leasing authority which appears in the phrase within the 
brackets four lines below that. The phrase in brackets covers the 
construction of buildings for the Reserve components and the acquisi- 
tion of land. It is deleted from this appropriation since it is now 
budgeted for under the separate appropriation “Military construction, 
Army civilian components.”’ 


ISSUES FROM REGULAR ARMY STOCKS 


At the bottom of that page, the word “excess” has been deleted so 
that equipment from active Army stocks may be issued to Reserve 
components when needed for their training. 

At the present time it is difficult to state just what equipment is 
excess and yet in certain cases it is essential that it be issued to the 
Reserve units to assist in their training. 


EXTENSION OF AVAILABILITY OF FUNDS 


The 2-vear availability mentioned at the bottom of that page is 
necessary again so that summer training may be planned in advance 
on the same basis as is the case with the National Guard. 


USE OF RESERVE MEDICAL PERSONNEL 


On page 224 appears language which has been carried in Army 
appropriation acts since 1921, to authorize the use of Reserve doctors 
and nurses to assist in the care of Veterans’ Administration patients 
treated in Army hospitals, to be paid from funds made available by 
the Veterans’ Administration. The provision is now unnecessary since 
we have authority to call Reserve personnel to active duty, in the 
Officer Personnel Act of 1947, and the authority for one Government 
agency to reimburse another is contained in section 601 of the Econ- 
omy Act of 1932. 
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RESERVE OFFICERS’ TRAINING CORPS 


On page 225 under the heading ‘‘Army Reserve Officers’ Training 
Corps,” the wording covering medical and hospital treatment has 
been deleted since this is now budgeted for under the appropriation 
“Medical and Hospital Department, Army.”’ 

At the bottom of the page, the word “excess’’ has been deleted to 
permit the issue of equipment from active Army stocks when necessary. 


MILITARY CONSTRUCTION, CIVILIAN COMPONENTS 


On page 230 appears the wordiag of a new appropriation, “Military 
construction, Army civilian components.” 

This language will provide authority for the expenditure of funds 
appropriated to carry out the act of September 11, 1950, which is 
Public Law 783. 

It authorizes the construction, acquisition, expansion, rehabilitation 
and conversion of facilities for the training and administration of the 
Reserve components. 

The act also authorizes contributions to the States for such purposes. 
This construction was formerly carried under the National Guard 
and the Organized Reserves appropriations. 

Mr. Sixes. Does it broaden the act? 

Mr. Tracy. It does not broaden the authorizing act. It simply 


provides authority to expend funds in connection with the act and 
as authorized by the act. 


HIRE OF PASSENGER MOTOR VEHICLES 


Mr. WicecLteswortH. Do you need the language providing for the 
hire of passenger motor vehicles? 

Mr. Tracy. That is to charge to this appropriation any adminis- 
trative hiring of motor vehicles that may be required in the course of 
construction. 

Mr. WiaeLeswortu. Are they not available elsewhere? 

Mr. Tracy. The same authority is provided under the engineer 
appropriation. However, this would permit charging to this appro- 
priation the expenses in connection with this construction. 


CONSTRUCTION, NATIONAL GUARD AND RESERVES 


Mr. Taser. We had hearings this morning on construction items 
under the Air National Guard. I do not know whether you have 
any under the Army or not. I do not remember whether the National 
Guard had any items in there or not, but I know the Air Force did. 
I am wondering how that is. Could you tell us, General Decker, has 
the Army, under the National Guard appropriation and the Organized 
Reserves appropriation, any items of any kind for construction? 

General Decker. No, sir; not in the appropriation under the title 
“Army National Guard, or the Reserves.” All of their construction 
has been pulled out and pooled in this new appropriation, ‘‘Construc- 
tion, Army civilian components.” 

General Asensio. I might suggest, sir, inasmuch as we are not 
yet conversant with the recommendations of the National Guard 
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Association, and there is a difference in the approach of the Air Force 
and the approach of the Army in this particular area, as part of the 
over-all consideration which we are going to look at together before 
submitting our recommendations to the committee—this would seem 
to be part of it. 

Mr. Taser. Very well. We shall leave that until then. 

Mr. Manon. Proceed, Mr. Tracy. 


DEPARTMENTAL SALARIES 


Mr. Tracy. The final language change for the Army appears on 
page 267 under “Departmental salaries.’”” We have bracketed out 
the separate entry for the Office of the Chief of Special Services. 
The funds for the salaries of that Office have been transferred to ‘‘Sal- 
aries of the Adjutant General,’ which appears at page 243 of the 
committee print. 

That concludes the Army language changes, Mr. Chairman. 

Mr. Manon. A very fine presentation. Thank you very much. 


DEPARTMENT OF THE Navy 


Mr. Manon. We shall now take up language changes for the 
Department of the Navy. Admiral Hopwood, you may proceed. 


HIRE OF QUARTERS 


Admiral Hopwoop. Our first change is on page 289 under the 
appropriation “‘ Military personnel, Navy’’; in the second line, the 
deletion of the language “hire of quarters’ as being unnecessary, 
since specific statutory authority exists in 34 U. S. Code 911 and 
911—A for this purpose. 


CARE OF SHIP MODELS 


The next change is at page 296, in the appropriation ‘‘ Navy per- 
sonnel, General expenses’’; at the bottom two lines of the appropria- 
tion language, ‘‘Care of the Naval Academy collection of ship models” 
is deleted. These models are under the custody of the Naval Academy 
and are maintained by funds for maintenance of the Naval Academy. 
This language is unnecessary. 


HIRE OF QUARTERS 


The next change is at page 305, ‘‘ Military personnel, Marine Corps’”’; 
in the second line, the language ‘‘Hire of quarters” is recommended 
for deletion as being unnecessary, since such statutory authorify 
already exists. : 

Mr. Scrivner. Mr. Chairman, I may have an amendment to offer 
to this, to prohibit the use of any Marine Corps funds for those men 
involuntarily recalled with service-connected disabilities. That will 
come up a little later, but I just wanted the committee to know about 
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it; plus a reduction in the amount to go to the Marine Corps because 
they are not using that much money to pay these men with service- 
connected disability because those men are not getting paid from these 
funds. 

Mr. Manon. Very well. Proceed, Admiral Hopwood. 


REPLACEMENT OF VEHICLES 


Admiral Hopwoop. The next change is on page 309, under the ap- 
propriation ‘‘ Marine Corps troops and facilities,” the fourth line from 
the bottom, delete the language “for replacement only.” 

In the second supplemental appropriation, that was deleted in the 
appropriation “Civil engineering’, and the change never took place 
in the regular appropriation bill, the basic bill. The appropriation 
as it stands now provides for additional vehicles over and above those 
necessary for replacement due to the expansion of the Marine Corps 
facilities. 

EXTENSION OF AVAILABILITY OF FUNDS 


The next change is at page 316 under the appropriation “Aircraft 
and facilities.’ The language contained in the proviso has been 
amended to make the balance of the appropriations for “Aviation, 
Navy, 1949,” available until June 30, 1952, for the liquidation of con- 
tract obligations i incurred during the fiscal year 1949 for aircraft equip- 
ment and research and de velopment. 

We have the same situation in the electronics field as well as the re- 
search and development field where, through no fault of the contractor, 
they have not been able to deliver. The obligations have been made 
and rather than go through the Court of ¢ ‘laims, it appears desirable 
to carry ‘these funds forward. 


LIMITATION ON PRIVATE PLANT EXPANSION 


The next change is at page 331, “Construction of aircraft and re- 
lated procurement.” The language change is required to delete 
$500,000 limitation on expansion of private “plants, so far as funds in 
this appropriation are concerned. Authority is given for the acquisi- 
tion of land related to such expansion without regard to the require- 
ments of filing plans under section 3734 and the necessity for approval 
of title by the Attorney General prior to the acquisition of land and 
the prosecution of construction. 

The fourth supplemental appropriation made this limitation $100 
million because of the funds tavolved in the fourth supplemental for 
aircraft procurement. The recommendation here is to delete the 
limitation of funds for the expansion of private plants. 
® Mr. WIGGLESWORTH. Do you not kaow how much you are going 
to require? 

Admiral Hopwoop. As it stands now, sir, our estimate is somewhere 
between $50 million and $100 million. We have no accurate estimate 
at the moment and, as I say, as it stands now, the fourth supple- 
mental put a limitation of $100 million on it. If the committee wishes 
to consider a limitation, I should suggest a limitation between $100 
million and $200 million might give us the leeway required. 

Mr. Wieciesworrn. | thought your estimate was $50 million to 
$100 million? 
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Admiral Hopwoop. As we see it now, sir; but we are thinking in 
terms of 

Mr. TaBer. Suppose we put in $50 million? 

Admiral Hopwoop. That would not be sufficient. 

Mr. Taper. Are you sure? 

Admiral Hopwoop. Yes, sir. The justification before the com- 
mittee by the Chief of the Bureau of Acronauties was in the neighbor- 
hood of $55 million as he saw the picture at the time of his justification. 

Mr. Taner. Very well. 

Admiral Hopwoop. The next change is at page 350 under the 
appropriation “Construction of ships.’ 





NONRECURRING LANGUAGE 


Mr. Taper. There was some language cut out at page 331. 

Mr. Manon. And some on page 332. 

Admiral Horpwoop. Those provisos relate to 1951 and are no 
longer applicable. 

Mr. Taser. All those three? 

Admiral Horpwoop. Yes, sir; they have served their purpose. 


LIMITATION: OF SHIP CONSTRUCTION 


At page 350, the deleted language relates to the limitations placed 
upon total obligations incurred under this head for construction, 
conversion or replacement, approved after July 17, 1947. Enough of 
this language is retained to place an over-all limitation upon incur- 
rence of total obligations under this head. 

As you know, this is the last vear for this particular appropriation. 
We have a new ship building appropriation. 

Mr. Manon. Yes. 

Admiral Hopwoop. The next change is at page 353, “Ship building 
and conversion.”’ This is a new appropriation ana covers the con- 
struction, acquisition, or conversion of vessels as authorized by the 
act of March 10, 1951, Public Law 3 of the Eighty-second Congress. 

Mr. Manon. We know about that. 

Admiral Hopwoop. The next change is at page 365, “Ordnance for 
new construction, where the same situation applies as under ship 
building and conversion. The over-all limitation upon obligations is 
still continued and the bracketed out paragraphs relate to 1951, and 
have served their purpose. 

On page 371, under “Ordnance for ship building and conversion,” 
we have an entirely new appropriation. This is authorized by Public 
Law 3 of the Eighty-second Congress. 


AMBULANCES 


At page 380, under ‘‘Medical care,’ on the fourth line from the top, 
the word “ambulances”? has been included. We have always pur- 
chased ambulances from this appropriation. The Bureau of the 
Budget inserted that word for clarification. 
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REPLACEMENT OF MOTOR VEHICLES 


On page 389 under “Civil engineering,” the language for replace- 
ment applies to the replacement of motor vehicles. In a subsequnet 
supplemental appropriation for 1951 the committee deleted that 
language for 1952, due to the increase of stations being activated 
more than mere replacement of vehicles is required. 


ADVANCED ENGINEERING PLANNING 


The deletion of the word “advance” and “planning” at the bottom 
of that paragraph is recommended, and the word “services” is 
included. 

It appears as to advance engineering planning that there has been 
a question as to just the extent to which they may design maintenance 
work and repair work for the future under this appropriation. It 
does not broaden it in any way. It is just more indicative of what is 
actually done, sir. 

The second paragraph, the language was that contained in the 
Second Supplemental Appropriation Act for 1951 and is recommended 
for deletion as no longer applicable. 


LIQUIDATION OF PRIOR OBLIGATIONS 


On page 398, under the appropriation, ‘Public works, the new 
language is for the purpose of obtaining moneys to liquidate obliga- 
tions heretofore incurred under this head. The deleted language 
under this head covers the authorizations made during the fiscal year 
1951 and it serves no further purpose. 


ACQUISITION OF LAND 


At page 404 under ‘Facilities,’ the new language eliminates the 
necessity for the approval of title by the Attorney General prior to 
the acquisition of land and the prosecution of construction thereon. 
It just permits us to go ahead on the project and clear the title at a 
later date. There is no waiving of any of the necessary steps in the 
acquisition. 

Mr. Sixes. What is the situation with reference to the other 
services? Do they have language similar to this? 

Admiral Hopwoop. Yes; the other services have this. 


RESEARCH 
The next language is on page 406, appearing under the title ‘‘Re- 


search.” The proviso is recommended for deletion since it relates to 
1951 and has no application to fiscal year 1952. 


SERVICE-WIDE SUPPLY AND FINANCE 


On page 414, ‘‘Service-wide supply and finance,” the language 
‘including contract operation of tankers’’ is deleted, as administrative 
control, United States naval tankers, is transferred to Military Sea 
Transportation Service, and is not included under this appropriation. 
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The language ‘“‘and clothing and small stores fund” is deleted 
because this is transferred to the Navy stock fund. 


SERVICE-WIDE OPERATIONS 


On page 428, under ‘“‘Service-wide operations,” fourth line from the 
top, the language “and public works” is deleted, since public works 
offices are now established under separate entities and specifically 
provided for under “Civil engineering,’”’ and accordingly there is no 
substantive change involved in this deletion. 

Mr. Sixes. What page is that language on? 

Admiral Hopwoop. Page 426. The language ‘sea frontiers’ is 
deleted since the operation of this activity is now justified under the 
appropriation “Ships and facilities.”’ 

The language ‘for examination of estimates for appropriations and 
of naval activities in the field for any branch of the naval service”’ is 
deleted, based on the fact that a parallel provision has been put in 
section 609, ‘‘General provisions,” and therefore there is no substan- 
tive change involved. That is to bring it in line with what Mr. Tracy 
spoke of in connection with the Army. 

In the last two paragraphs the language relates to 1951 appropria- 
tion and has no application to 1952. 

That completes the Navy. 

Mr. Manon. Thank you very much, Admiral Hopwood. All of 
these changes, relatively speaking, are of no consequence? 


Admiral Hopwoop. Relatively speaking; that is correct. 
DEPARTMENT OF THE AIR ForcE 


Mr. Manon. All right, General Asensio, will you take up the Air 
Force changes? 

General Asensio. Beginning on page 487, the first deletion is 
recommended for the purpose of simplification. 

The second deletion, which begins in the fourth line; this language 
ts deleted since the item mentioned is now budgeted for under the 
appropriation ‘‘Major procurement other than aircraft,” appearing 
on page 494. 

The deletion at the bottom of the page is made because the language 
is not necessary, since special reference in the appropriation language 
is not necessary for the employment of personal services. 

The very last deletion is made since the language has served its 
purpose and repetition is not necessary. 

The recommended addition is to indicate clearly that the amount 
of this appropriation is for the liquidation of previously authorized 
contracts. 

EXTENSION OF AVAILABILITY OF FUNDS 


On page 488, procurements have not been completed under certain 
contract obligations through 1948 and 1949 appropriations, and 
therefore it is necessary to extend the appropriation for expenditure 
purposes for 1 year. 

On page 494, first deletion; this is unnecessary language, a simpli- 
fication deletion. 
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The words at the end of this proviso have served their purpose 
and need not be repeated. 

On page 497, the repitition of this language is not necessary, since 
the funds were requested, military funds, for the liquidation of 
contracts previously authorized. 

However, revised language will be necessary if additional funds for 
new construction are added at a later date. 


MAINTENANCE AND OPERATION 
On page 500, first item is for simplification. 
AMBULANCES 


About one-third the way down, ‘Procurement of ambulances’’ is 
to provide specific authority for the procurement of these passenger- 
carrying vehicles as required by section 16 (a) of the act of August 
2, 1946. 

SIMPLIFICATION AND NON-RECURRING ITEMS 


On page 521; the first deletion is for simplification. 

The second recommended deletion; the language is unnecessary 
since these travel allowances are authorized by section 303 of the 
Career Compensation Act of 1949. 

Page 522, deletion at the top of the page, specifically refers to the 
travel item, deleted as unnecessary, since that is authorized by section 
303 of the Career Compensation Act of 1949. 

Page 536; I recommend that consideration of this item be held in 
abeyance pending Army and Air Force joint consideration of the Air 
National Guard recommendations. 

Mr. Manon. Very well. 

General Asensio. Page 541; deletion recommended as for previous 
item on personal services; and here, Mr. Chairman, vou have recom- 
mended the deletion of the word “extraordinary.” I think that would 
also be applicable to page 24 of the Army language. But that is for 
the consideration of the committee. 

Then on pages 543, 544, 545, and 546, deletions are indicated, since 
they have served their purpose and were indicated by the Supple- 
mental Appropriation Act of 1951. 

That completes the Air Force presentation of language changes. 

Mr. Manon. In other words, the proposed changes are relatively 
minor. 

General Asensio. They pertain to appropriations no longer 

Mr. Manon. | am talking about all of the suggested changes. 

General Asensio. That is right. 


GENERAL PROVISIONS 


Mr. Taner. There are some changes under the general provisions 
on page 558. 

General Asensio. Yes. Mr. Tracy will take those up. 

Mr. Manon. Very well, Mr. Tracy. 

Mr. Tracy. The general provisions, starting on page 558 of the 
cominittee print, have been changed only in comparatively minor 
details. 
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EXPERTS AND CONSULTANTS 


Section 601 pertains to the employment of experts and consultants. 
The words “if they should deem it advantageous to the national 
defense, and if in their opinions the existing facilities of the Depart- 
ment of Defense are inadequate’? have been deleted as unnecessary. 
That is to bring the wording in line with the authority contained in 
section 15 of the act of August 2, 1946. 


TRANSFER OF PAY APPROPRIATIONS 


On page 559, the former section 604 has been deleted. This section 
required that— 
no part of any appropriation contained in this chapter for ‘‘pay and allowances”’ 
of military personnel shall be transferred or used for any other purpose. 

The deletion is necessary because this provision would prevent in 
major part the plan to convert the Army appropriations to a new 
performance budget structure. We will have to transfer a portion of 
the pay and allowances appropriation to the new appropriation to be 
called “Military personnel expenses.”’ 

Mr. Manon. You have no objection to not using pay and allow- 
ances for military personnel for other purposes; do you? 

Mr. Tracy. Not directly for that, no; but we do have transfers to 
make in accordance with the administrative transfer under the title, 
and it is technically a transfer of an appropriation, and, this might be 
construed by the General Accounting 

Mr. WiaGLeswortnH. What is the transfer? 

Mr. Tracy. Military personnel expenses. 

Mr. WicGtesworrn. Why not just substitute that for pay and 
allowances? 

Mr. Tracy. It is still a transfer on the books of the Treasury from 
one appropriation to the other. 

Mr. Gartock. I would like to say that the Department of Defense 
is hot using money appropriated for pay and allowances for anything 
but that purpose. 

Mr. WiaGLteswortu. We should have some language in here mak- 
ing it clear. 

Mr. Taser. I do not think we ought to wipe out that language. 
If vou need a change, suggest some change. 

Mr. Tracy. It has been suggested that the words ‘‘transferred or” 
be deleted from this section so 1t would merely provide that pay funds 
may not be used for any other purpose. That would be perfectly 
acceptable to us, if it is acceptable to the committee. The only thing 
is | want to make sure that we do not come in conflict with the law in 
the plan involved. 


TRANSPORTATION OF DEPENDENTS AND HOUSEHOLD EFFECTS 


On the same page, former section 606, which covers the transfer of 
dependents and household effects of certain civilian personnel; the 
language has been deleted because of the same general authority now 
provided by Public Law 830 of the Eighty-first Congress. 
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COMPENSATION FOR RESERVE COMPONENTS 


And, on page 560, the former section 609 has been deleted since 
ermanent law covering the same subject has now been enacted in 
ublic Law 844 of the Eighty-first Congress. 

Mr. Taser. What law was that? 

Mr. Tracy. Public Law 844. 


EXAMINATION OF ESTIMATES 


On page 562, the new section 609, pertaining to the availability of 
the appropriations contained in this act, has been amended about the 
middle of the page by inserting the words “‘examination of estimates of 
appropriations and of military and naval activities in the field.” Sim- 
ilar authority has been deleted from the various appropriations. 

Mr. Manon. What is the difference between military and naval? 

Mr. Tracy. We just want to make sure that we had covered the 
field. 

Mr. Manon. And the military covers the Air Force. 

Mr. Tracy. I believe the Air Force would be considered military. 


PRINTING AND BINDING AND HEALTH PROGRAM 


At the bottom of section 609, the words “printing and binding,” 
and the words “and (3) health programs as authorized by law” 
have been deleted, since the former requirement that these items be 
specifically covered by the appropriation language has been repealed 
by Public Law 830 of the eighty-first Congress. 


DESIGNS AND PROCESSES 


At the top of page 563, the proviso pertaining to the use of appro- 
priations for the procurement of patents and copyrights, has been 
amended by adding the words “designs or design data.” 

Those new words were inserted to cover processes and methods of 
manufacture, such as are commonly called know-how in manufacture. 
As of the time this was submitted it was thought the wording was 
adequate, but it now appears that this new wording is possibly not 
completely descriptive of manufacturing processes and know-how, 
and we would recommend, with the committee’s permission, this be 
changed to read “designs, processes, and manufacturing data.” 

We bélieve the words “designs, processes, and manufacturing data” 
will cover the field that we believe should be covered by this proviso. 


MINOR CONSTRUCTION 


On page 564, the former section 616, has been deleted, because it 
was amended in its entirety by the second Supplemental Appropriation 
Act of 1951. The new wording appears at the bottom of page 564 
and on page 565. 

The change which appears in the third and fourth lines on page 565 
is simply for the purpose of simplifying the wording. 
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COST LIMITATIONS 


e iq Near the end of that section the proviso which states “that the cost 
nD ' limitations of this section shall not apply” to certain stated appropria- 


tions has been amended, so that these cost limitations shall not apply 
to the amounts authorized to be expended for emergency or extraor- 
dinary expenses—that is, the contingency appropriations. 
Mr. Sixes. Do you already have that elsewhere? 

Mr. Tracy. That already appears, and it would exempt the con- 
tingencies funds from the cost limitations of $50,000 and $200,000. 





f (Off-the-record discussion.) 
e 
f LIMITATION ON COST OF FAMILY QUARTERS 
Mr. Tracy. Now, at the bottom of page 565, and the top of page 
? 566, the proviso setting certain dollar limitations on the cost of family 
e quarters has been deleted because the construction-authorizing acts 
include space limitations for such quarters; in some cases dollar 
limitations as well. 
i All of the authorizing acts which have been enacted in the last 3 
: years have contained space limitations. Certain of them have also 
. contained dollar limitations. It appears unnecessary to have both 
’ space and dollar limitations on family quarters in the authorizing act 
? as well as the appropriation act. 
3 Mr. Sixes. Would the effect be to take off the ceiling on the cost 
] of construction in Alaska, for instance? 
Mr. Tracy. It would take the dollar ceiling off, but not the space 
ceiling. ; 
Mr. Sixes. The dollar ceiling was written in because of the 
i extremely high expenditures that were being made on housing in 
* ¢ Alaska and elsewhere. Under the recommendation here would it 
Hl i again be possible to have extremely high dollar expenditures? 
3 Mr. Tracy. It would depend entirely on the wording of the author- 
f izing act. One of the authorizing acts, for example, Public Law 564, 
{ of the Eighty-first Congress, did contain a dollar limitation of $33,000 
S per unit, with an average limitation of $29,500. 
t Any construction proposed under that authorization would, of 
d course, be subject to the dollar limitation in the authorizing act. 
8 Mr. Sikes. In general this recommendation would have the effect 
of raising the cost ceiling, would it not? 
, Mr. Tracy. It would, unless a dollar limitation were contained in 
the authorizing act. 

Mr. Manon. Will this language do any harm if it is left in the bill 

as is? 

Mr. Tracy. It has in certain cases actually prevented the carrying 
out of authorized construction. It was impossible to construct 
; those family quarters under these limitations. 

4 Mr. Garztockx. The Department of Defense is now holding down 
the costs in Alaska. Occasionally, we do have to build one or two 
) 


houses in very isolated locations, and the costs are away out of pro- 
portion, largely due to the transportation problem, and transporting 
skilled labor to the location and we have been handicapped in 
getting some housing that we needed to build, one or two housing 
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units. Generally we have brought housing costs in Alaska down 
very substantially in the last 2 years. 


RENEGOTIATION 


Mr. Tracy. At the bottom of page-566, the former section 618, 
which pertains to renegotiation, has been deleted because of the enact- 
ment of the Renegotiation Act of 1951, which takes the place of the 
i948 Renegotiation Act. 


EDUCATION OF DEPENDENTS 


On page 567, section 615, which pertains to the use of appropria- 
tions for the Air Force and the Army, as indicated at the bottom of 
the page, has been amended to provide that expenditures from this 
act for education of dependents shall cover only those fields that are 
not covered by the Commissioner of Education under the provisions 
of Public Law 874. 

That act does not apply to certain areas such as the District of 
Columbia, the Canal Zone, and foreign countries. 

On page 568, about five lines down, the proviso here eliminated 
refers to the amount of $140 per child for education of dependents, and 
has been deleted, because this amount has proven to be inadequate in 
a good many areas in the United States. 

Mr. S1kes. Would there be any limitation if this language is stricken 
out? 

Mr. Tracy. Not insofar as our funds are concerned. However, 
we will have very little activity within the United States, because the 
Commissioner of Education covers practically ail areas within the 
United States. 

Mr. WiagGLesworrH. What amount has proven to be adequate? 

Mr. Tracy. I believe the average runs around $200. 


TRAVEL EXPENSES 


Near the end of that section the words pertaining to the use of funds 
for travel purposes has been changed to apply to both the Air Force 
and the Army. It also has been changed to make the appropriation 
available for traveling expenses for civilians, on permanent change of 
station, or on temporary duty. 

Mr. Sikes. We have been quarreling constantly with the services 
because of the growth of the amount of funds requested for travel 
allowance. With the elimination of this language, would the effect 
be to increase the amount of travel? 

Mr. Tracy. It would not have the effect of increasing the amount 
of travel money. It simply brings the wording in the appropriation 
into line with the revised budget structure of the Army under which 
the travel costs would be charged to the activity concerned. 

Mr. Manon. This is not signiticant in the area where Mr. Sikes 
has reference to? 

Mr. ‘Tracy. No. 

Mr. WicGurswortu. How about the proposed elimination of the 
words “other than on permanent change of station’’? 





PER TR PotD 


bape Rt Tati Ha ce Ae 





Pesn ee 


ms 


Steers, 


ie 














‘ale EAE AEDES REO 


eel = 3p 


i RAR Hh 


ey at iD tan i. He 





COP FH 


ee? 


ERUPT RPK AS Lea RE a 


iit by Meal itch Aa iP 


4 
| 









145 


Mr. Tracy. That is simply to make it clear that travel expenses 
of civilians who would be on temporary duty, or permanently 
at a station would be charged to the appropriation for the particular 
activity involved. 

Mr. Wicciesworrn. Would not that enlarge the probable amount 
of expenditure? 

Mr. Tracy. It does not enlarge it, because under the changed 
budget structure of the Army the amount of funds which are requested 
in the appropriation “ Travel of the Army” will simply be distributed 
to the various other appropriations. 

{lso on page 568, former section 702, a former section of the sup- 
plemental appropriation act, has been deleted, since it need not be 
repeated. 

EDUCATION OF DEPENDENTS——NAVY 


On page 569, the general provision pertaining to the use of Navy 
appropriations for education of dependents, has been amended in 
the same fashion as the similar proviso for the Army and Air Foree, 
to exempt those activities provided for by the Commissioner of 
Education. 

SECURITY DISMISSALS 


On page 571, former section 622 has been deleted, since the author- 
) 


ity has been enacted in the permanent law, Public Law 733 of the 
Kighty-first Congress. 


COMMUTED RATIONS RATE 


On page 572, section 619, which sets the rate of commuted rations 
for enliste d pe ‘rsonnel at not to exceed the cost of the ration as deter- 
mined by the Secretary of Defense, has proved to be inadequate. 
A change was made in this proviso by the committee last year, with 
the intent of having the reimbursement to the enlisted personnel 
who were messing separately be equivalent to the cost of the ration 
as determined by the Secretary of Defense. 

This question was taken up by the committee last vear, and this 
section was reworded as it appears here. 

We have found that the re wording, however, apparently is construed 
to limit the amount that can be reimbursed to the enlisted personnel 
to $1.05, which is the rate set by the Career Compensation Act. 

At. the present time the cost of providing rations has gone above the 
$1.05 rate, so that the enlisted personnel are actually receiving less 
in the way of reimbursement than it costs the services to buy the 
rations fed to troops. 

In order to clarify the intent of this seetion we would like to recom- 
mend a change in the words “shall not exceed the cost of the ration” 
so as to make it read ‘shall be equivalent to the cost of ration.”’ 
This will permit the enlisted personnel who mess separately to receive 
the amount of monev that it costs the services to purchase rations. 

Mr. Gartock. Mr. Chairman, | would like to have the record 
show that in administering such a provision we would expect to make 
a determination annually, unless there were marked changes. We 
would not want to change the amount every time the ration changed 
a cent or two. 


Mr. Manon. All right. 
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PAY APPROPRIATIONS 


Mr. Tracy. At the bottom of page 573, section 623, which pertains 
to the carry-over of certain pay appropriations, has been amended 
merely so that it will pertain to the current fiscal year. 

On page 574 the former section 629 has been bracketed out, since 
it was amended by the Supplemental Appropriation Act of 1951. 
The revised wording now appears as section 624 on the same page. 


APPORTIONMENT PROCEDURE 


On page 575, section 625, which pertains to apportionment, has 
been amended. The former provision automatically exempted all 
military functions appropriations from the process of apportionment 
by the Bureau of the Budget. The amended version as it appears 
in the committee print would permit the President to exempt only 
such appropriations as he deemed necessary in the interest of national 
defense. Instead of being automatic, in other words, the exemption 
would be merely discretionary. 

Mr. WiaGLeswortnH. At present it is complete? 

Mr. Tracy. Sir? 

Mr. WicGLeswortH. What is the situation at present? 

Mr. Tracy. Under the 1951 provision, all the military functions 
appropriations were automatically exempted from the apportionment 
process. This revised version would permit the President to exempt 
such appropriations as he deemed necessary in the interest of national 
defense. It would be discretionary instead of automatic. 

Mr. Sixes. I am sorry; I do not understand what is involved in 
the exemption process. 

Mr. Gartock. Well, Admiral Hopwood has the problem with one 
of the Navy’s military-personnel pay items now. We will have to 
receive authority to apportion at a deficiency rate. That would be 
covered by this section. The President would be authorized by this 
section to authorize us to apportion at a deficiency rate. Last year 
we had open authority without regard to the Bureau of the Budget 
to utilize funds available at whatever rate desirable. 

Mr. Manon. This gives a little better check? 

Admiral Hopwoop. To amplify that, Mr. Sikes, in the case of the 
Marine Corps we have budgeted for 1952 an end strength of 175,000, 
which was predicated on the cessation of hostilities in Korea. The 
hostilities have not ceased, and they are maintaining their strength; 
so, it will be necessary, in order to cover the pay provisions, to operate 
on a deficiency basis. This will authorize us to go right ahead, instead 
of cutting back. 

Mr. Gartock. Off the record. 

(Discussion off the record.) 

Mr. Manon. All right. 

Mr. Tracy. On page 575, section 103 of the Supplemental Appro- 
priation Act has been deleted, since the authority for examination of 
estimates appears now in section 609 of the general provisions. 
The limitation in that same section on extended availability of funds 
also appears in section 621 of the general provisions. 
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CIVILIAN-PERSONNEL CEILING 
’ 


The former section 604, immediately under that, provided the 
Defense Department with an exemption from the numerical ceiling 
on civilian employees commonly known as the Byrd law. That 
limitation has now been repealed; so, the continuation of this section 
is not necessary. 

Mr. WiaeLteswortu. There is no limitation now? 

Mr. Tracy. There is no numerical limitation in the permanent law. 


ONE-YEAR ENLISTMENTS 


At the bottom of page 575, section 626 was inserted to insure that 
no 1-year enlistments would have to be accepted under the provisions 
of section 4 (g) of the Selective Service Act of 1948. That section 
has now been repealed by the current Selective Service Act; so, this 
section 626 need not appear in the current bill. That can be bracketed 
out. 

PASSENGER CARS 


On page 576, section 107, of the Supplemental Appropriation Act 
has been deleted, since provision for the purchase of passenger cars is 
now made under the appropriation ‘‘Civil engineering” which appears 
on page 389 of the committee print. 


PERSONNEL EMPLOYED IN HIGHER GRADES 


The former section 108, which was in the Supplemental Appropria- 
tion Act, has been deleted, since it provides a continuous authority 
to hire personnel in grades 16, 17, and 18 in the number of one-third 
of those employed at the time this section was eracted. New legisla- 
tion on this subject is now under study within the executive branch. 

Mr. Wiacueswortn. Is the clause you are proposing to delete still 
in effect? 

Mr. Tracy. It is to the extent that it covers. There is no need to 
repeat it for that reason, and there is no desire to enlarge on it because 
legislation on the subject is now being studied. 

Mr. Wiaeteswortu. What do you mean “it covers’? Is it 
applicable to fiscal 1952? 

Mr. Tracy. It is applicable to fiscal 1952 because of its terms. It 

simply authorizes the hiring of additional personnel in those grades 
without any time limitation. 

Mr. Scrivner. Suppose that comes out and your suggested legis- 
lation is not effected. What then? 

General Moore. It is permanent law. 

Mr. Tracy. It simply states that the President may authorize 
positions to be placed in these grades. It does not state “during the 
fiscal year.” 

Mr. Scrivner. I understood you to say that permanent legislation 
was under study at this time. 

Mr. Tracy. On this whole subject of these supergrades. In other 
words, we do not desire to enlarge on this provision in any way 
because of the fact that permanent legislation on the subject is being 
studied. 
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Mr. Scrivner. Is there permanent legislation that has this pro- 
vision in it? . 

Mr. Tracy. Not at this time; no, sir. 

Mr. Scrivner. If that is true, if this is taken out and there is no 
new legislation adopted relative thereto, then what? 

Mr. Tracy. This would still continue effective, in that it authorizes 
the placing of personnel in these grades. 

Mr. Scrivner. If we amended this and took it out, what then? 

Mr. Tracy. It would still remain effective because of the way it is 
worded. 

Mr. Scrivner. Not if you amend it and eliminate section 108. 

Mr. Tracy. There is no need to repeat it. It simply provides the 
authority. It is not limited to any one fiscal vear. 

Mr. WiaG.ieswortu. Is it permanent law? 

Mr. Tracy. Yes; it is permanent law, because of the way it is 
worded. Probably what will happen is that the legislation on this 
subject will repeal this particular provision along with any others of 
this nature that are on the books. 

On page 577, section 701 of the Second Supplemental Appropriation 
Act has been deleted because it now appears in section 621 of the 
general provisions. 

Section 702 is deleted since it has been executed, and the amend- 
ment that it makes now appears in another general provision. 


REIMBURSEMENTS BY UNITED NATIONS MEMBERS 


Section 703, pertaining to use of payments received from members 
of the United Nations, is deleted since it is continuing in its effect and 
provides permanent authority. 


EMPLOYMENT WITHOUT COMPENSATION 


Section 704, near the bottom of the page, is deleted because the 
authority it provides is continuous in effect and the persons specified 
may continue to be employed without compensation. 


NAVAL PETROLEUM RESERVE 


On page 578, section 705 is deleted because by its wording it is 
permanent. 


EXCISE TAXES 


Section 706, pertaining to exemption from excise taxes, has also 
been deleted because it is permanent in its wording. 


EXPENSES OF COMMISSARY STORES 


Section 628, which appears on page 578, is a new provision. 

This section would prohibit the use of appropriations for direct 
expenses in connection with maintenance, conduct, operation, or 
management of sales commissaries or commissary stores, unless sales 
prices were raised sufficiently to reimburse the appropriations for all 
such costs. The section would also partially repeal the act of July 5, 
1884, which states that sales of subsistence shall be made only at 
cost price, which shall mean the invoice price of the last lot of the 
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article purchased in the preceding month. The section is almost 
identical with a provision which was proposed for insertion in the 1951 
budget but was deleted by this committee. 

This provision, section 628, has been care fully studied by the Office 
of the Quartermaster General, which has general supervision over 
commissary operations, and the following effects of the section are 
pointed out for the information of the committee: 

The first effect would be an increase of about 18.3 percent in com- 
missary sales prices, in order to cover the costs specified by this 
section. These costs consist of procurement, transportation, and 
travel, inspection, losses in transit, losses in storage from spoilage, 
wastage, damage and fire, special packing and pac kaging, military and 
civilian labor costs, expendable supplies used in commissaries, re 
placement and repair of equipment such as refrigerators, shelves and 
showcases, cash registers and adding machines, utilities such as heat, 
light, and power, and costs of laundry and telephone. 

Records of the Hook Commission state that commissary benefits 
were considered in setting military pay rates. The increase in prices 
required by this section would actually amount to a pay cut for the 
soldier. This is not likely to improve morale, especially in oversea 
or remote areas where no other shopping facilities are available and 
commissaries must be patronized. 

The section changes permanent law. <A similar provision was 
stricken from the fiscal year 1928 appropriation act on a point of 
order. 

The section would require additional accounting and administrative 
work to determine prices based on costs, which would differ as between 
areas and individual commissaries. The costs of this accounting 
would largely offset the amount of reimbursement. 

Mr. Stkes. Who absorbs those costs now? 

Mr. Tracy. They are absorbed now by the Quartermaster appro- 
priation. 

Mr. Sixes. In other words, by appropriations from Congress? 

Mr. Tracy. That is correct. 

Mr. Sikes. Then these funds are now carried in the military 
budget? 

Mr. Tracy. That is right. 

Mr. Sixes. And in the end reflected in taxes to everyone. 

Mr. Tracy. That is correct. 


CHANGE IN PROCEDURE 


Mr. Sikes. What is the difference in your present procedure and 
the procedure proposed under the new section 628? 

Mr. Tracy. Under the present procedure the sales price does not 
include all these overhead costs. 

Mr. Sikes. Does it now include any cost except the actual whole- 
sale price of the item itself? 

Mr. Tracy. It is based upon the invoice price of the last lot of the 
article which was brought in the preceding month. 

Mr. Sikes. What would the language of the last proviso on page 
579 do? 

Mr. Tracy. That would permit the pay and allowances of military 
personnel to be exempted from this seetion under any unusual or 
extraordinary circumstances. 
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Mr. Sixes. Does that mean personnel employed in handling the 
merchandise at the commissary level only? 

Mr. Tracy. That means all military personnel who are engaged 
in the operation of commissaries or commissary stores. Normally 
the cost of their pay and allowances would have to be recovered 
under this section in the sales prices charged by the commissary store. 

Mr. Sixes. What might some of those unusual or extraordinary 
circumstances be? 

Mr. Tracy. Possibly the operation of exchanges in some remote 
foreign area, where the costs were unusually high. We do not have 
any regulations, of course, at the present time to specify what these 
circumstances would be. This section does not define clearly just 
what they would consist of. 

Mr. Scrivner. Would this cover all of them, the Army and Navy 
and Air Force, in a general application? 

Mr. Tracy. That is correct, sir. 

Mr. Manon. Are the three services very enthusiastic for these 
provisions? 

Mr. Tracy. Well, we might point out that the Hook Commission 
study stated that these commissary benefits were taken into con- 
sideration in setting military pay rates, so the changes required by 
this section actually would amount to a cut in military pay. That 
is not calculated to improve morale by any means, particularly in 
any Overseas area or any remote area where no commercial shopping 
facilities are available and it is necessary to patronize the commissary. 
If we have to up prices 18 or 20 percent and the personnel have no 
choice as to whether they will shop there, they are not going to be 
enthusiastic about it at all. It amounts to a cut in pay at a time 
when food prices are going up pretty steadily. 


COMPARISONS OF COMMISSARY AND COMMERCIAL COSTS 


Mr. Srxes. Do you have an estimate of the difference, percentage- 
wise, of the cost of items in the commissaries compared to the cost 
in commercial establishments? 

Mr. Tracy. At the present time the regulations state that no com- 
missary will be established unless the commercial prices are more 
than 20 percent greater than the commissary prices. 

Mr. Sixes. I do not think that tells us much, because you already 
have commissaries established practically everywhere. What infor- 
mation do you have about the difference in cost where commissaries 
already are in existence? 

Mr. Tracy. That would vary from place to place. I do not have 
any figures on the average difference. 

Mr. Sixes. In other words, you do not know whether the 18-percent 
increase anticipated from this language would bring commissary costs 
to a higher or lower level than civilian facilities? 

Mr. Tracy. That will vary from area to area. In some places it 
it would make the commissary prices greater than in the commercial 
stores. In others it would still be a little bit below. 

Mr. Srxes. That is all. 

Mr. Ritey. You think it would make some of the commissary prices 
greater than the commercial prices? 
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Mr. Tracy. It would in certain places and for certain items. 
it varies item by item, as well as by area. 

Mr. Ritxy. The commissaries are free from sales taxes and all that 
sort of thing, are they not? 

Mr. Tracy. Yes. They do not pay any sales taxes. 

Mr. Ritey. I do not see how they could possibly be even as much as 
commercial prices, when you take into consideration all the sales taxes 
and income taxes that have to be paid by the ordinary business estab- 
lishment. 

Mr.’Tracy. Well, I know at the present time in the case of certain 
items the price difference is not great at all. We would be required to 
throw,all these overhead costs onto all the items on an average basis, 
in order to recover these costs. The Quartermaster indicated that in 
certain cases the prices would go above comparable commercial estab- 
lishments. 

Mr. Manon. All right. 

Admiral Hopwoop. I might say, sir, that the Bureau of Supplies 
and Accounts also examined this provision, and their determination 
was that it would be, in a great many cases, higher than the normal 
chain-store price. That is particulariy true, as Mr. Tracy indicated, 
in remote areas where there are no chain stores to deal with. It is 
particularly a hardship. 

Mr. Sikes. Actually the commissaries were established first in 
remote areas for convenience and not for savings; is that not true? 

Admiral Horwoop. For convenience. 

Mr. Tracy. That was the original concept of it. 

Mr. Stxes. They were established in places where there were no 
civilian facilities or only inadequate facilities to insure availability of 
essential supplies and for no other purpose. 

Mr. Tracy. That is correct, sir; back in the old frontier days. 


Again, 


EFFECT ON OVERSEAS COMMISSARIES 


Mr. Srkes. How would this language affect the operation of com- 
missaries overseas? 

Mr. Tracy. It would take care only of the military-personnel cost. 
It would not take care of all these other items. I have the breakdown 
of the figures somewhere. 

Mr. Manon. The Bureau of the Budget was instrumental in making 
this proposed change in language, I presume. 

_ Mr. Tracy. The Bureau of the Budget played a very large part 
In it. 

Mr. Manon. The philosophy behind it probably was that military 
pay need not be supplemented by this further device. 

Mr. Tracy. We were not advised as to what the philsophy under- 
lying this section was, Mr. Chairman. It was inserted. 

Mr. Manon. Do you know about this, Mr. Garlock? 

Mr. Gartock. I think your statement is substantially correct, 
Mr. Chairman. 

Mr. Tracy. In reply to Mr. Sikes’ question, the military pay and 
allowances constitute 3.7 percent of the total estimate of 18.3-percent 
increase, which would be caused by this section. There would still 
. 14.6-percent increase in price, even where military salaries were 
eit out. 
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Mr. Sertvner. Mr. Chairman, my recollection is that there was 
a time when the cost of these items going into the PX’s and exchanges 
for the Army included the cost of transportation, whereas in the Navy 
the cost of transportation was not included. There was a wide vari- 
ance in the cost of the same items, where there was an Army exchange 
at one place and a Navy ship’s store in another place. Is that still 
true? 

Admiral Horpwoop. Of course, the ship’s store is a different proposi- 
tion from the commissary. 

Mr. Scrivner. I meant the Navy commissary. 

Admiral Hopwoop. I think they are on a common basis today. 

General Moore. All services are on the same basis now. 

Mr. Scrivner. Does it now include the cost of transportation? 

General Moore. To the first destination. 

Mr. Scrivner. To the first destination. 


STATUS OF POST EXCHANGES 


Mr. Stxes. | recall a number of years ago—possibly 3 years ago— 
when a House Armed Services Subcommittee made some recommenda- 
tions, and as I recall it achieved an agreement with the Department of 
Defense that some of the costs of handling items that went into the 
PX’s would be added to the sales price of those items. Is that now 
in effect? 

Mr. Tracy. Such an agreement was reached in connection with the 
post exchanges. That, of course, is in effect now. 

Mr. Sikes. That is in effect now? 

Mr. Tracy. Yes, sir. 

Mr. Stxes. It did not apply to commissaries? 

Mr. Tracy. As far as 1 know, it did not apply to commissaries. 

Mr. Sikes. Would this language apply to everything? 

Mr. Tracy. It would apply to commissaries and commissary stores. 

Mr. Sikes. Commissaries and commissary stores only? 

Mr. Manon. It does not change the situation with respect to the 
post exchange? 

Mr. Tracy. It does not apply to the post exchange. 

Mr. Sikes. Let me ask one more question. Does the post exchange 
now operate substantially under the same provisions as you propose 
in this language? 

Mr. Tracy. Substantially so, except that military pay and allow- 
ances are not charged off as a reimbursable item under the post 
exchanges. 

Mr. Ritey. Would this provision add to or take away from the 
budgt cost here? 

Mr. Tracy. This provision here would take away from the total 
of the budget, because of the fact that prices in the commissaries 
would be increased in such a way as to recover certain amounts. 

Mr. Ritey. What would be your estimate as to the savings? 

Mr. Tracy. In the case of the Army and the Air Force it is roughly 
$1315 million involved. I do not have the Navy cost. I am sorry 
I do not have that figure. 

Mr. Manon. Where could the reduction be made in case this 
language is adopted? Would that be for the Quartermaster in the 
Army? 
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General Moore. The Bureau of the Budget has already taken that 
amount out. 

Mr. Manon. It has already been deleted? 

Mr. Tracy. That is right. The amount is not included in this 
estimate. 

Mr. Mauon. In other words, if we strike out the language we should 
include additional funds? 

Mr. Tracy. It would leave us short on funds for these operating 
costs. 

Mr. Sikes. Then we would need to add roughly $20 million for the 
three services. 

Mr. Tracy. Approximately that for this particular provision. 

Mr. Manon. Well, Mr. Tracy, thank you for a very excellent 
presentation. 

Mr. Tracy. Mr. Chairman, I believe there is one additional pro- 
vision that the Navy would like to discuss, if they may. 
Mr. Manon. All right, Admiral Hopwood. 


MOVEMENT OF NAVY POSTGRADUATE SCHOOL 


Admiral Hopwoop. As you know, we are going to move the post- 
graduate school out to Monterey, Calif. We have in the neighborhood 
of about 70 professors who are in the peculiar situation wherein they 
have a large number of professional books and professional gear. 
Owing to the limitation of poundage which they may ship at Govern- 
ment expense, namely 7,000 pounds, it is estimated that the average 
additional cost out-of-pocket for each professor will be in the neighbor- 
hood of $600 to $800. Many of them have indicated that they will 
not move from the present location at Annapolis as far as California 
at their own personal expense of $600 to $800. We have not had an 
opportunity vet to discuss with the Bureau of the Budget any language 
that might take care of this situation. It is a one-time proposition, 
because they will make the move once, and it is finished. 

Mr. Taner. Where do vou have the school now? 

Admiral Hopwoop. At the Naval Academy at Annapolis. 

Mr. Taser. Why do they not stay there? 

Admiral Hopwoop. The Naval Academy is expanding and using 
the facilities of the postgraduate school, and the postgraduate school 
has already been moving in increments. Now they are ready to make 
the big shift to Monterey, Calif., to property owned by the Navy. 

Mr. Manon. To property owned by the Navy? 

Admiral Hopwoop. Yes, sir. 

Mr. Taser. Is that that hotel? 

Admiral Hopwoop. Yes, sir. 

Mr. Sixes. Off the record. 

(Discussion off the record.) 

Mr. WiaGLeswortu. How many students and how many professors 
will vou have out there? 

Admiral Hopwoop. In the neighborhood of 75 faculty members, sir. 

Mr. WicGieswortn. Seventy-five what? 

Admiral Hopwoop. Professors and instructors, 

Mr. WiecLteswortu. How many students? 

Admiral Horpwoop. I do not have the exact number on hand, Mr. 
Wigglesworth. 
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Mr. Taser. What kind of things do they teach them out there? 
Is it a sort of social event? 

Admiral Hopwoop. No sir. That is a very high educational insti- 
tution at a high level of education, in the Navy postgraduate school. 

Mr. Wiaciesworts. You must know how many people are going 
to move from Annapolis. 

Admiral Hopwoop. This does not apply to students. This applies 
to professors. 

Mr. WicGiesworts. I thought you gave as a reason for going out 
there that Annapolis needed the extra space. 

Admiral Hopwoop. Yes, sir; the facilities. 

Mr. Wicctesworrn. And that the school was now at Annapolis. 

Admiral Horwoop. That is right, sir. 

Mr. WiaGieswortn. Do you not have any idea how many at 
Annapolis are going to be moved to the west coast? 

Admiral Hopwoop. The entire school is going to be moved. 

Mr. Wiacieswortn. Do you not know how big it is, roughly? 

Admiral Hopwoop. Yes, sir. About 400 students and 75 in- 
structors. 

Mr. WiaGieswortn. Four hundred students? 

Admiral Hopwoop. Yes, sir; but there is no cost on the students. 

Mr. WieeGieswortn. I am thinking of how much room it will 
make at Annapolis. 

Mr. Taser. You mean it is going to make about 500 spaces avail- 
able for some other kind of operation at Annapolis? 

Admiral Hopwoop. At Annapolis, if they apply it all to berthing, 
that is probably true; but they will probably have some classroom 
space in addition. 

Mr. Taser. Do they not have classroom space now for their gradu- 
ate school? 

Admiral Hopwoop. Yes, sir. 

Mr. Taser. Or do they work outdoors? 

Admiral Hopwoop. No; they have classroom space, but the Naval 
Academy is expanding this year, as you know. Average of 3,800. 

Mr. Taser. How many students are they taking in at Annapolis 
under the Academy? 

Admiral Hopwoop. In the neighborhood of 1,200, sir. 

Mr. Taser. One thousand two hundred new students—additional 
ones? 

Admiral Hopwoop. Fourth-class men; yes, sir. They have been 
running in the neighborhood of 3,300 or 3,400 average, and now they 
run up to around 3,600 to 3,800 average. 

Mr. Srxes. The course of study is all postgraduate, is it not, at 
Monterey? 

Admiral Horwoop. This is postgraduate we are speaking of now, 
sir. 

(Discussion off the record.) 

Mr. Manon. Admiral Hopwood, would you please take this sub- 
ject up with the Bureau of the Budget and the Senate committee, 
and advise this committee of what transpires? 

Admiral Horwoop. Yes, Mr. Chairman, I shall be glad to do so. 
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CiviL1AN MANPOWER IN DEPARTMENT OF DEFENSE 


WITNESS 


ANNA M. ROSENBERG, ASSISTANT SECRETARY OF DEFENSE FOR 
MANPOWER AND PERSONNEL 

DANIEL A. KIMBALL, UNDER SECRETARY OF THE NAVY 

BRIG. GEN. ROBERT 8. MOORE, SPECIAL ASSISTANT TO THE AS- 
SISTANT SECRETARY OF DEFENSE (COMPTROLLER) 

COL. JOHN E. PERMAN, ASSISTANT CHIEF, MANPOWER BRANCH, 
OFFICE OF COMPTROLLER, DEPARTMENT OF THE ARMY 


Mr. Manon. Mrs. Rosenberg, we are pleased to have you before 
the committee this afternoon. In the very near future we will take 
to the floor of the House of Representatives the bill which will provide 
funds for the Department of Defense for the fiscal year 1952. 

Some time ago I sent to you a statement which was a criticism by one 
of the subcommittees of the Senate Committee on Armed Forces of the 
Military Establishment. It was said that large numbers of military 
personnel were not needed, that they were armchair soldiers who were 
not being utilized to full advantage, and so forth. You prepared a 
statement with respect to that matter, which has been made available 
to the committee, and which we appreciate having. 

Insofar as I am concerned we will direct this inquiry today to civil- 
ian personnel. We are more interested at the moment in the civilian 
personnel. We do feel that military personnel is not always used in 
the most advantageous way, but we are not exploring the possibility 
of reducing the number of military personnel at this time. 

However, I had lunch with a man today who said: 

If you want to know an example of wasted manpower, go to the Army and 
Navy and Air Force Bands. They do not serve any useful purpose, except slightly 
to promote morale. Canned music is now available, yet we still insist on spend- 
ing many millions of dollars per year on bands. 

I do not know what the story is on that, and I am asking for some 
information about it, but I will not trouble you with it at this time. 

About 45 percent of the military budget is for the procurement of 
things. We are not concerned now for the purposes of this discussion 
with procurement. 

A certain amount of this budget, of course, is for the pay of civilian 
personnel. I presume you will be able to give us some information 
with respect to that, and where they are located, and what-has been 
done toward holding to the very lowest minimum, commensurate with 
effectiveness, the civilian personnel in the various departments. 

We are disappointed over the fact that there is a continuous request, 
always a request, for more and more civilian personnel. This morning 
the Office of the Secretary of Defense, that of Mr. McNeil, wanted 
several hundred additional people in the already overcrowded Penta- 
gon in the Office of the Secretary of Defense. The Munitions Board 
and the Board of Research and Development are involved in this 
picture. 

Against the background of our thinking, will you proceed in any 
way you like. 
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GENERAL STATEMENT 


Mrs. Rosennerc. Mr. Chairman, thank you very much. I have 
a brief statement bere, if you care to have me read it. If not 1 would 
be glad to go ahead any way you want to. 

Mr. Manon. I think it would be well to let you read the statement 

Mrs. Rosensera. All right, sir. | hope you will bear with me. 
I did not know this was a closed hearing, and, therefore, the statement 
sets forth certain things which I am sure are obvious to this committee. 

Mr. Manon. You may skip over anything vou think is obvious and 
proceed to the meat of it. 

Mrs. Rosensera. Well, | would like to say, if I may just read it 
briefly, that | know what it is to consider an appropriation of this 
magnitude today, when the eyes of everyone are focused on the meet- 
ings which we all hope will result in a cease-fire order in Korea. 

With that background, and we are well aware of it, we are deeply 
worried, as you know, about the outcome of this budget. 

General Marshall this morning in talking to us made the following 
statement: He pointed out to us that the Soviets by a single statement 
have already succeeded in arousing a sentiment for the lessening of our 
defense effort. That is to arouse the sentiment of hope in this coun- 
trv that we can lessen our defense effort, which is just as much a part 
of their psychological warfare as anything else. He said he hoped 
that the American people would not once again follow the Soviet lead 
in such a docile and dangerous manner, but there are unfortunate 
indications of that very thing just now. Already selective-service 
boards are getting calls as to whether men who have been notified 
they must show up should show up or not, or from reservists asking 
the question of whether they have to answer the call, because after all 
there may be a cessation of hostilities. 


MILITARY REQUIREMENTS 


Our budget, that we have submitted to vou for consideration, has 
no real bearing on the cessation of hostilities. I know that this 
comes as no surprise to this committee, but I am sure it is a surprise 
to the members of the public. 

Our defense budget for 1952 in both manpower and the procure- 
ment of weapons and facilities was planned with the hope and expecta- 
tion that the fighting in Korea would be over. If this hope and ex- 
pectation is not realized, we will exhaust our funds sooner, before the 
end of the period for which they were appropriated, and we will be 
forced to come up for supplemental appropriations. 

The cessation of hostilities will not mean the cessation of danger. 
The fact that hostilities end—if indeed they do—will mean that we 
were strong enough to meet the threat. We will only, in our opinion, 
be able to avoid new hostilities or to meet future threats if we maintain 
the strength now requested and whatever strength is necessary in the 
future. 

With all of that background, we are fully aware of the great im- 
portance of economy and savings. We have our minds made up that 
waste must not be tolerated. We cannot, however, emphasize too 
strongly that some of the momentary savings might not be the long- 
range savings. 

I would hke to just call attention, if I may, to one thing. General 
Eisenhower, in talking about the number of men he feels it is neces- 
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sary for us to train for this period of continuing tensions, last winter 
testifying in the Senate, made the following statement: That there 
are more young Americans buried in foreign graves for the lack of 
training than for any other single reason. 

Our budget is based on the fact that we must continue the training 
of our men so that this tragedy will not be repeated. We must 
continue to have the men necessary for minimum safety. 


SAVINGS IN MANPOWER 


I would like to say that not for a moment do we claim that we have 
effected all of the savings or that we are doing as good a job as we 
could or should do. We feel very strongly that there are many areas 
in which improvement can be made. We will make savings in man- 
power, we hope, in many ways. 

We will make savings in manpower by fully using both military 
and civilian personnel in their highest skills. We may make even more 
important savings, and this is where we hope large savings can be put 
into effect, by simplified management procedures, by the elimination 
of duplication and unnecessary paper work, the shocking number of 
extra carbon copies that almost every Government agency engages in, 
the overcrowded cabinets, filing cabinets which take space and per- 
sonnel, the long outmoded management procedures which unfortu- 
nately are still practiced in many places in Government and in the 
Defense Departme nt. 

Mr. MeNeil, for example, is just putting in a new concept of isolating 
industrial-type activities such as, for instance, a printing plant, a 
laundry, a shipyard, or an Army arsenal to assist the services in putting 
additional activities on an efficient basis. The purpose of this new 
procedure is to identify all costs and to improve the utilization of 
materials and personnel. 

I do not want to make any rash promises to you, but I hope, as 
does Mr. MeNeil, that this will mean the actual reduction of large 
numbers of personnel now engaged in accounting practices. 

By these means we hope | to carry out new and enlarged responsibill- 
ties of the Department of Defense with much smaller increases in 
military and civilian nereitiniel than would otherwise be required. 


EXAMPLE OF MANAGEMENT COMMITTEE ACTION 


As an example of how these increases may be held down, I would 
like to give an example of a task force of our Management Committee, 
who jointly with the marine headquarters management groups 
visited the Marine Corps depot in Philadelphia. W ithin this clothing 
factory the following results were attained in spite of an increase in 
workload and a heavy training program for new civilian employees. 

They put in new lay-outs for departments. 

New methods to utilize existing equipment more efficiently, and 
hew equipment. 

Work-measurement techniques, including both time study and 
methods time measurement. 

New scheduling procedures. 

Management controls for supervisors in higher echelons, including 
performance measurement of individual workers, work units, and 
divisions. I think vou gentlemen are familiar with how difficult 
that is to put im, even in a civilian plant. 
lraining programs for workers and supervisors. 
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In the utility trouser department, direct labor costs have been 
reduced 11 percent, with corresponding reductions in the indirect 
labor costs. These savings were madé while training new employees 
in new methods. The immediate goal of the depot commander is a 
20 percent savings in costs, and appears reasonable in view of the 
cost-reduction programs so far, and probably can be effected. 

In the clothing factory alone, with 3,000 workers—and this is just 
one place—the ultimate savings in labor costs may be from $1 million 
to $2 million per year. It will be at least $1 million and could go as 
high as $2 million, in time. This is an example of the new manage- 
ment concept that the Department of Defense is stressing throughout 
the military services to obtain the maximum utilization not only of 
manpower but of all our resources. 

I am fully aware that you gentlemen have heard these promises 
many times before, but I can assure you that my office, the Office of 
Manpower and Personnel, is not going to sit in Washington and issue 
directives and orders and add to project ‘‘ Paper Clips” and shuffling 
of more directives but we will go out to the field and observe what goes 
on in the installations, in the factories, in our arsenals and our depots, 
and try to bring about a better utilization. 

I know that you mentioned that you are interested today in civilian 
personnel, but I hope that you will bear with me if at times I mention 
military personnel. I hope to bring out why I think it is necessary 
to speak on both at the same time. 

The Armed Forces are building to a strength of approximately 
3% million men. 

Mr. Manon. My point there is that, generally speaking, we are in 
accord completely with the idea of building to that strength. 

Mrs. RosenBerG. Yes, sir. 

Mr. Manon. That has not been one of the controversial matters 
before the committee, whereas civilian personnel is always a very 
controversial issue. 

Mrs. RosenBERG. I realize that, sir, and we hope that we can handle 
it as one package. 

If I may say so here, we find ourselves in difficulty sometimes if we 
appear before a committee where the committee is interested in civilian 
personnel, and the tendency has been to cut the civilian personnel, 
or to prognosticate that we will cut the civilian personnel; a result 
which may be achieved by simply putting in more military personnel. 

The Department then appeared before some of the committees 
which are interested in military personnel, and just reversed itself 
and then hired more civilian personnel to take care of the military 
personnel. 

You have to have a concept and a philosophy of how you use all 
your manpower. I think we have really come to the conclusion that 
we are not going to duck from one of the other, but try to do an honest 
job of using all of them on a sound basis. 

That is why I would like to mention that this 33-million-man 
armed force has a very direct bearing on what we estimate today, 
1% million civilian personnel, which is the estimate of what is needed. 
This must be considered in relation to the total defense budget. 
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DISTRIBUTION OF PERSONNEL 


Within the total expenditure planned for fiscal year 1952, 23 percent 
will be required for the military personnel costs, and 10 percent of this 
is estimated to be required for pay of civilian personnel employed by 
the Department of Defense, which includes all the four services, 
the Army, Navy, Air Force, and Marines, and the other individual 
defénse establishments. That is our total civilian cost in the budget. 

Of these direct-hire civilian personnel the breakdown is approx- 
imately the following way: 

Forty percent will be directly engaged in procurement, production, 
maintenance, and operation of major matériel programs. That is 
approximately 580,000 of the 1} million. 

Thirty-five percent will be engaged in the maintenance of equip- 
ment, the reactivation of stations, and in operating the depot supply 
system, That is 542,000 civilians. 

Of course, with our present supply lines being fairly long, these 
depots have a very large job to do. 

There are 25 percent remaining, who will be engaged in the service 
and supporting activities. This breaks down approximately this way: 

The medical is 3.7 percent, or about 54,918. 

Recruiling, training, and instruction is about 4 percent, and that 
refers to the actual civilian instructors we use at the installations. 
That is 60,446. 

The civilian components, such as the National Guard and the 
Reserve units and so on, are 1.5 percent, or 22,658. 

Research and development is 5.1 percent, or 77,040 people. 

Industrial mobilization is 0.6 percent, or 9,528 people. 

Establishment-wide activities are 3.2 percent, or 48,836. Those 
are activities that under ‘‘ Unification” are carried out now under a 
single place, instead of each service doing it separately, and include 
the Department of Defense. 

Administration is 5.2 percent, or 78,635. 

Finance is 1.6 percent, or 23,613. Other activities are 0.6 percent, 
or 8,394. 

From this you will see that more than three out of every four of 
the civilian employees of the Defense Department are directly engaged 
in producing, overhauling, and rehabilitating the planes, ships, and 
weapons of war; maintaining the stations; or in providing arms to the 
troops; and otherwise engaged in the shipyards, arsenals, and other 
places. 

I am not saying one moment, gentlemen, that all of these are used 
to their fullest extent and to the best utilization possible, but this is 
how they are at the present time allocated. 


PLANNED EMPLOYMENT IN PRIVATE INDUSTRY 


It is the continuing policy of the Department of Defense to place 
as much of its work as possible with private industry. This is pro- 
duction work. The following are estimates of employment generated 
in private industry through the expenditure of defense dollars for 
procurement and construction. This is in comparison to what we 
are doing in the production and maintenance in our own establishment. 
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June 30, 1950, about 1 million people. On June 30, 1950, 1 million 
civilians were engaged in private industry on direct defense production. 
That is on direct allocation from matériel programs in the defense 
budget. 

June 30, 1951, 3.4 million. 

June 30, 1952, we have estimated that approximately 5.7 million 
people will be engaged in civilian production directly from the Defense 
Department budget. 

Mr. Manon. The point is that approximately 1.5 million civilian 
employees in the Department of Defense or in the defense program 
will generate in private plants and the Government-owned plants anc 
what not private civilian employment to the extent of about 5 million’ 

Mrs. Rosensere. 5.7 million. 

Mr. Manon. 5.7 million? 

Mrs. Rosenspera. It will generate more, sir, but the 5.7 million 
is actually on the Department of Defense money appropriated. 

Mr. Manon. Such as the manufacture of aircraft? 

Mrs. Rosenspera. Tanks. 

Mr. Manon. Trucks and tanks? 

Mrs. RosenBerG. Yes. 

Mr. Manon. Guided missiles, electronics, and things like that? 

Mrs. Rosenpera. Instead of engaging more and more civilian 
employees to do our own production, we hope to give as much of it out 
as possible, and that is the aim of the Defense Department, to give as 
much of it to private industry, private shipyards, private production, 
and so on as possible. 


INTERNAL PERSONNEL CONTROLS 


Now, I would like to say here that the estimates that have been 


submitted to you for civilian personnel we do not consider as our floor | 


for 1952. We consider it as our ceiling. But even within that ceiling 
we have instituted definite controls to insure that we will continue to 
make headway and more effective utilization of all classes of personne! 

In other words, whatever you have permitted the Department o/ 
Defense or any of the services does not mean that they are permitte: 
to engage men up to the top of their ceiling each time they need anyone 
From the date the 1952 budget is enacted, they must come up ani 
justify the number of people they need. 

Mr. Manon. Before whom? 

Mrs. RosenperG. Before my office, sir. They have gone through 
their own justification. They have gone through the Comptroller 

We have established a ceiling, and Mr. McNeil and our office work 
together, on the reviewing of that ceiling each time. Conditions ma) 
change from the time you grant them the ceiling. The budgets. 
needless for me to say, are prepared on an estimated basis. Reviews 
must be effected each time they ask for additional people. 

Mr. Manon. Do you have a hope and belief that by this procedure 
you will be able to reduce the number of civilians requested in th 
1952 military budget? 

Mrs. Rosenserc. I do not like to make any rash promises, Mr 
Chairman. I hope we will be able to reduce it. We certainly hope 
that by better utilization we will make them take on whatever addi- 
tional work is required of them. 
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I need not tell you that the budget request is just the beginning, 
usually, and after that you get a great many more requests. 

We have just a few months ago put in a procedure where we 
established a definite civilian manpower ceiling for each military 
department, even within the budget ceiling that you had allowed for 
them for the past year. The budget ceiling, the originally planned 
strength for the end of fiscal year 1951, was 1,311,000. As a result of 
the manpower ceilings we imposed within even this budgetary limita- 
tion we ended the fiscal vear 1951 with approximately 1,236,000 
civiians. That is not a very large saving, but it is a saving within a 
ceiling allotted, and it is a saving which we have effected in the last 
few months. 

You may be interested in this, and I would like to submit it to vou. 
For instance, m April, we felt that some of the services had greater 
ceilings than they should have, or had greater ceilings originally. We 
actually put in ceiling cuts, at that time. 

Here is one dated April 2. 

This was addressed to the Army. 

Subject: Increase in the Department of the Army Ceiling for Civilian Employees. 

Pending action by the Office of the Secretary of Defense on the above-mentioned 
memoranda no hiring beyond the present ceiling will be authorized. 

It is my understanding from our telephone conversation on Saturday, March 
31, and our previous talk on the subject that you have already notified everyone 
in the field that no hiring beyond the present ceiling will be authorized. 

I had talked to Assistant Secretary Johnson. 

Here is the order of the Secretary of the Army, which he sent to 
the commanders on those ceilings: ‘No additional ceiling.” 

At that time, if | may say so, there was a request in from the Army 
for additional civilian personnel. When we received this we put on 
what you can call this freeze or ceiling, on them at that time. All 
this was within the original allotted ceiling. 

I would like to submit that in the record, if vou care to have it. 

Mr. Mauon. Thank you. 

(The document is as follows:) 

APRIL 2, 1951. 
Memorandum for Assistant Secretary of the Army Johnson. 
Subject: Increase in the Department of the Army ceiling for civilian employees. 

Pending action by the Office of the Secretary of Defense on the above-mentioned 
memoranda no hiring beyond the present ceiling will be authorized. 

It is my understanding from our telephone conversation on Saturday, March 
31, and our previous talk on the subject that vou have already notified everyone 
in the field that no hiring beyond the present ceiling will be authorized. 


Anna M. ROSENBERG. 


Cory or TELEGRAM SENT BY THE ARMY TO FIELD COMMANDERS 


ApRIL 6, 1951. 
DA 32144 
Pending action by Office of Secretary of Defense on request for increases in 
civilian spaces, no hiring beyond present actual strength is authorized except 
on specific authorization of Department of Army. For agencies now over strength 
losses will not be replaced until actual strength is within authorization. 


Mrs. RosenpereG. Here is another memorandum for the Secretary 
of the Navy, on April 28: 
Reference is made to the memorandum from the Assistant Secretary of Defense 


(Comptroller) to you on January 23, 1951, establishing a world-wide civilian em- 
ployment ceiling of 460,000. 
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It is noted that world-wide employment as of March 31, 1951, was 425,600 
which represents a net gain of approximately 17,400 employees during the month. 

We are convinced every attempt must be made to secure the most complete 
utilization of available manpower before additional employees are authorized. 

The currently assigned ceiling should not be exceeded without the prior ap- 
proval of the Office of the Secretary of Defense. 

Since some time has elapsed since receipt of your letter of January 15, 1951, to 
the Secretary of Defense, it is requested that we be advised of any changes that 
may have been made in the Navy’s planned expansion program and the effect of 
such changes on needs for civilian employees in fiscal 1951 and 1952. 

This Office should also be provided with a statemerit showing in some detail 
where it is planned to allocate additional civilian personnel between now and June 
30, 1951, and the activities on which they will be engaged. 


In other words, from April to June we wanted to know exactly how 
many men there were, and where they intended to put them. 


Requests for increases in employment ceilings, with accompanying justifica- 
tions, should be forwarded to the Office of the Secretary of Defense far enough in 
advance of need so as to provide adequate time for a complete review and neces- 
sary action. 


That is to avoid trouble. If we do not get it, we have to cease all 
our production and all our work. 
(The document referred to is as follows:) 


Aprit. 28, 1951. 
Memorandum for the Secretary of the Navy. 

Reference is made to the memorandum from the Assistant Secretary of Defense 
(Comptroller) to you on January 23, 1951, establishing a world-wide civilian 
employment ceiling of 460,000. 

It is noted that world-wide employment as of March 31, 1951, was 425,600 
which represents a net vain of approximately 17,400 employees during the month. 

We are convinced every attempt must be made to secure the most complete 
utilization of available manpower before additional employees are authorized. 

The currently assigned ceiling shouid not be exceeded without the prior approval 
of the Office of the Secretary of Defense. 

Since some time has elapsed since receipt of your letter of January 15, 1951, to 
the Secretary of Defense, it is requested that we be advised of any changes that 
may have been made in the Navy’s planned expansion program and the effect 
of such changes on needs for civilian employees in fiscal 1951 and 1952. 

This office should also be provided with a statement showing in some detail 
where it is planned to allocate additional civilian personnel between now and 
June 30, 1951, and the activities on which they will be engaged. 

tequests for increase in employment ceilings, with accompanying justifications, 
should be forwarded to the Office af the Secretary of Defense far enough in advance 
of need so as to provide adequate time for a complete review and necessary action. 

Anna M. RosENBERG. 





JuNE 13, 1951. 
Memorandum for the Secretary of the Navy. 
Subject: Increase in civilian personnel ceiling. 

This is in reply to your request of May 29, 1951, for an increase in civilian per- 
sonnel ceiling. 

Authorization is hereby granted for an increase in your civilian personnel 
ceiling from 460,000 to 480,000, of which increase 19,000 will be in the continental 
United States and 1,000 overseas. The balance of 10,000 requested is subject to 
further review. 

ANNA M. RosENBERG. 


Mrs. Rosensera. Here is another one. I picked out some of 
these to show each service. This is a memorandum for the Secretary 
of the Air Force, of April 28, 1951. 


This is in reference to Mr. Lovett’s memorandum of January 12, 1951, authoriz- 
ing increases in military and civilian personnel, public works, and major pro- 
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curement. Authority was granted for recruiting up to a maximum of 295,000 
civilian employees. 

Since the above memorandum was approved, the estimates of the military 
strength of the Air Force have been revised downward for June 30, 1951. 

I am advised that the revised estimate of civilian positions for fiscal year 1951 
is approximately 280,000. 

Since total employment as of 31 March was approximately 231,000, there is 
established a ceiling of 260,000 civilian employees effective immediately. 
That is 20,000 below what they had estimated for the next few months. 


Any increase requested in the above ceiling should be justified in complete 
detail and should be presented to this office sufficiently far in advance of need to 
permit analysis and review of the justification. 


(The document referred to is as follows:) 

° Aprit 28, 1951, 
Memorandum for the Secretary of the Air Force. 

This is in reference to Mr. Lovett’s memorandum of January 12, 1951, author- 
izing increases in military and civilian personnel, public works, and major procure- 
ment. Authority was granted for recruiting up to a maximum of 295,000 civilian 
employees. 

Since the above memorandum was approved, the estimates of the military 
strength of the Air Force have been revised downward for June 30, 1951. 

I am advised that the revised estimate of civilian positions for fiscal year 1951 
is approximately 280,000. 

Since total employment as of March 31 was approximately 231,000, there is 
established a ceiling of 260,000 civilian employees effective immediately. Any 
increases requested in the above ceiling should be justified in complete detail and 
should be presented to this office sufficiently far in advance of need to permit 
analysis and review of the justification. 

Anna M. ROSENBERG. 

Mrs. RosensBerG. I may say that these all had gone out after the 
budget had been granted and after the ceilings had been allocated, and 
just a few months before the end of the fiscal year. That is approxi- 
mately when the new Office of the Assistant Secretary of Defense for 
Manpower and Personnel was established, at the beginning of this 
year. It took a little time to catch up and establish ceilings and put 
in procedures. 

We have no double standard for military and civilian personnel. 
We believe that we should have everyone on the payroll—in uniform, 
in white-collar work or in overalls—doing the maximum job. 


DIFFERENTIATING CIVILIAN AND MILITARY FUNCTIONS 


Here is.where our difficulty comes in. It is impossible to draw any 
rigid line of demarcation between the civilian and military functions 
of the Armed Forces at this time. There are a great many jobs that 
could readily be performed by civilians. I am referring to those, 
because specifically your question on the so-called Chair Corps Bri- 
gade of military people brought that up. It is claimed they were 
doing civilian jobs, as the Armed Services Committee report indicated. 

Mr. Manon. Just for an observation here, if the fighting ceases in 
Korea we will have several hundred thousand fewer people fighting. 
Would it be too bad if some of our military personnel did do work that 
could be about as well done by civilians, in order that we could main- 
tain our military strength but allow them to act in a capacity which 
might otherwise be civilian? 
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COMPLETE STATEMENT OF MRS. ROSENBERG 


Mrs. RosensperG. Mr. Chairman, I have a few more pages of my 
statement, and I would like to submit it for the record and talk, if 
you do not mind, to answer that very question. 

(Mrs. Rosenberg’s complete statement is as follows:) 


TesTIMONY OF ASSISTANT SECRETARY OF DEFENSE, ANNA M. ROSENBERG 
BEFORE THE House APPROPRIATIONS COMMITTEE, JULY 17, 1951 


Today anxious eyes of most Americans and people all over the world are focused 
on the meetings which we all hope and pray might result in the cessation of hos- 
tilities in Korea. During this time your committee must consider a military 
appropriations bill of great magnitude. This is not an easy thing todo. There 
is an inescapable temptation that we peace-loving gmericans will, as we always 
have in the past, again let down and reduce our expenditures and efforts. Nothing 
could be more dangerous. Only this morning General Marshall pointed out to us 
that the Soviet by a single statement has already succeeded in arousing a sentiment 
for the lessening of our defense effort. It is unthinkable that the American 
people would follow the Soviet lead in such a docile and dangerous manner. But 
there are unfortunate indications that some are doing just that. 

In reality, the budget we are considering today has no real bearing on the 
cessation of hostilities. I know that this would come as a surprise to many 
people—but not, I am sure, to the members of this committee. Our defense 
budget for 1952, in both manpower and procurement of weapons and facilities, 
was planned with the hope and the expectation that the fighting in Korea would 
be over. If this hope and expectation is not realized, we will exhaust our funds 
before the end of the period for which they were appropriated and we will be 
forced to request supplemental appropriations. 

The cessation of hostilities will not mean the cessation of danger. The fact that 
hostilities end— if indeed they do—will mean that we were strong enough to meet 
the threat. We will only be able to avoid new hositilities or meet future threats 
if we maintain the strength now requested and whatever strength is necessary 
in the future. 

Economy and savings are important. Waste must never be tolerated. But 
I cannot emphasize too strongly that momentary, short-term, so-called savings 
may really be false economy. We must look at all savings from the long range. 
True economy is the dollars we spend today in order to effect long-range savings 
tomorrow—not only in dollars but in human lives. We must not cut down the 
training of men as we have been wont to do in other periods of fancied calm and 
peace. No one put this more tellingly than General Eisenhower when he testified 
this past winter that there are more young Americans buried in foreign graves 
for lack of training than for any other single reason. We must not be guilty of 
such short-sightedness again. We cannot really save dollars today by spending 
many more dollars and the lives of our fighting men tomorrow. 

I do not claim, for one moment, that real savings cannot be made nor that 
we are doing the best job possible. ° 

There are still plenty of areas for improvement. We will make savings in 
manpower by fully using both military and civilian personnel in their highest 
skills. We may make even more important savings by simplified management 
procedures, by the elimination of duplication and unnecessary paper work—extra 
carbon copies, overcrowded files, ete. For example, Mr. McNeil has introduced 
the concept of isolating industrial-type activities such as a printing plant, a 
laundry, a shipvard, or an Army arsenal to assist the services in putting additional 
activities on an efficient basis. This will aid in identifying all costs and improve 
the utilization of materials and personnel. 

By these means we hope to carry out new and enlarged responsibilities of the 
Department of Defense with much smaller increases in military and civilian 
personnel than would otherwise be required. As an example of how these in- 
creases may be held down, a task force of our management committee recently 
visited the Marine Corps depot, Philadelphia. Within the clothing factory the 
following results were attained in spite of an increased workload and a heavy 
training program for new employees: 

New lay-outs for departments; 
New methods to utilize existing equipment more efficiently and new 
equipment; 
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Work-measurement techniques, including both time study and methods 
time measurement ; 


e 
Sohn i CSD Wie < E 





3 New scheduling procedures; 
y Management controls for supervisors and higher echelons, including 
if performance measurement of individual workers, work units, and divisions; 
and 
a Training programs for workers and supervisors. 
i In the utility trouser department, direct labor costs have been reduced 11 per- 
3 cent with corresponding reductions in indirect labor costs. These savings were 
' made while training new employees in new methods. The immediate goal of the 
_ depot commander is 20 percent savings in costs and appears reasonable in view of 
d ' the cost-reduction programs under way. In the clothing factory alone, with 
3- ' 3.000 workers, ultimate savings in labor costs may be from $1,000,000 to $2, 000, 000 
Vv ; per year. This is an example of the new management concept that the Depart- 
“e ' ment of Defense-is stressing throughout the military services to obtain maximum 
78 - utilization, not only of manpower, but of all our resources. 
1g I know you have heard promises like these before. But I can assure you, 
1s gentlemen, that we are not going to sit here in Washington and issue directives 
it - and orders, and then assume that they are being carried out. We are making and 
in _ we will continue to make on-the-spot surveys of how both uniformed and civilian 
it ' personnel are being utilized. We will observe operations at the work bench—in 
the field—where the day-by-day, hour-by-hour defense effort is being accomplished. 
ie : The Armed Forces are buil< ling to a strength of approximately 3.5 million men 
Vv * set by the Joint Chiefs of Staff and approved by the President. I want to re- 
se >» emphasize that this strength is a minimum one essential for the coming year 
s, - regardless of when the Korean fighting ends. 
d iW In order to support these military forces, we estimate that 1!¢ million civilian 
is personnel will be needed. 
ye 3 The military and civilian personnel strength must be considered in relation to 
+ the total defense budget. Within the total expenditures planned for fiscal year 
at / 1952, 23 percent will be required for military personnel costs and 10 percent will 
ot ' be required for pay of civilian personnel employed by the Department of Defense, 
ts | which ineludes the four services—Army, Navy, Air Force, Marines, and other 
“y - individual defense establishments. Of these direct-hire civilian personnel ap- 
: ’ proximately 40 percent will be directly engaged in procurement, production, 
it + maintenance, and operation of major matériel programs—about 580,000 civilians; 
rs | 35 percent will be engaged in maintenance of equipment, reactivation of stations, 
e. and in operating the depot supply system—542,000 civilians. The remaining 25 
rs ' percent will be eorcning in service and supporting activities as follows: 
1e Se FLEET OTE a eee SES cies iteses Oe Ca oe Ne Se pe ae ee ae scans iil nalpccti 
1 Number | beeen 
eS : tee A P Bicdaiied sed = 
of > Medical : 54, 918 | 3.7 
1g | Recruiting, training, and instruction. -_. a 60, 446 | 4.0 
Civilian components. - - - ; ee i 22, 658 1.5 
; Research and development Z | 77, 040 5.1 
at : Industrial mobilization : Soka’ 9, 52s 6 
3 Establishment-wide activities ; j : 48, 836 3.2 
in Administration ’ ; ‘ i 78, 635 5.2 
st Finance. ._- bes asian : - : , 23, 613 1.6 
Other _ . “ 8, 394 | .6 
it — - - —_—____— 
a) 1 | PE eR Oey a ee ee Rabid ot hints be thigpsibei | 384, 068 25.0 
d wechseln lit an kk hi ee a 
a ; : ats 
al From this you will see that more than 3 out of every 4 civilian employees of 
"2 _ the Defense Department are directly engaged in producing, overhauling, and 
' rehabilitating the planes, ships, and weapons of war; maintaining the stations; 
e or in providing arms to the troops. 
0 It is the continuing policy of the Department of Defense to place as much of 
on _ its work as possible with private industry. The following are estimates of em- 
lv ployment generated in private industry through expenditure of defense dollars 
ie _ for procurement and construction: 
y ] Employment in 
. private industry for 
defense programs 
Se es he eee) Lea Bor es Ss .. 1 million. 
Ww = June 30, 1951_-.-_--- Ri appre ene seb «EEE BES . 3.4 million. 


June 30, 1952______- be. eet MSE LC ap 5.7 million. 
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Our basic premise is a simple one. We do not believe there is any justification 
for a job that is not needed, whether it is a civilian job or a military job. The 
fact that money is appropriated for a job does not mean we have to have the 
job. We set personnel ceilings, but that does not mean we are giving anybody 
carte blanche to do anything he pleases so long as he stays within the ceiling. 
Ceilings are not floors, in our scheme of personnel management. Every ceiling 
is subject to constant review to make certain it is in accordance with the real 
needs of the services. 

We have set up a definite system of controls to insure that we will continue 
to make headway in the effective utilization of all classes of personnel. 

Each service has designated a single focus of responsibility for manpower 
management. Great progress has already been made. 

In the past few months, even before these new procedures were put into effect, 
we established civilian manpower ceilings in each military department within 
the budget ceilings previously set for 1951; 1,311,000 was our original planned 
strength for the end of fiscal year 1951. As a result of the manpower ceilings 
imposed within this budgetary limit we ended fiscal year 1951 with a lower 
civilian personnel strength of approximately 1,236,000. 

We have no double standard for military and civilian personnel. We believe 
we should not have anyone on the payroll—in uniform, in white-collar work, or 
in overalls—unless that person contributes to the successful accomplishment of 
our military responsibility. 

It is impossible to draw any rigid line of demarcation between civilian and 
military functions in the armed forces. There are a lot of jobs that could readily 
be performed by civilians while units are in training in this country, but that 
have to be done by soldiers when the units go overseas. Clerks, cooks, and 
communications men fall into this double-header category. To send companies 
into combat areas without experienced men in these capacities would undermine 
their ability to function effectively. 

The problem of differentiating between civilian and military jobs is further 
complicated by the special requirements of a prolonged period of watchful waiting 
like the present. We must be ready for a sudden and devastating attack. We 
must have enough men constantly under arms to mount a swift counterattack. 
We must have cadres to provide a base for rapid expansion in an emergency. 
We must keep full the pipelines of replacements needed to insure relief for vet- 
erans of many months of overseas duty. All this means that we are bound to 
have in our military installations men who have had full training and are awaiting 
operational assignment. 

From the standpoint of national preparedness, troop morale and the economical 
use of defense funds, it makes good sense to keep these men occupied on necessary 
work at posts, camps, and stations instead of hiring extra civilians to do these 
jobs and, thus, increasing the total costs to the taxpayers. 

We must treat our total defense need as a package and make the fullest use of 
all our personnel in whatever manner contributes most to our national safety. 
The real measure of the adequacy of our program is how well prepared our forces 
are to cope with an acute emergency. ‘This is the same kind of test American 
communities have been applying for years to their local fire departments. No 
one gives firemen any medals for hanging around the fire house, but it is very 
useful to have them there when the alarm rings and there is a fire to put out. 
In a period like the present, it is the obligation of the Armed Forces to make sure 
that we do not have any more people than we are likely to need in a crisis, but it 
would be an open invitation to disaster to cut the number so low that we had 
no capacity for quick expansion when the battle test came.. 

The real measure of effective use of our military manpower is the number of 
men in the combat forces within the total. For example, out of its requested 
strength of 1,552,000, the Army expects to obtain two or three more divisions than 
were originally planned for in fiscal year 1952. They will obtain these extra 
divisions through better use of manpower. 

In the 12 months since the Communists struck in Korea, we have increased 
the uniformed personnel of the Army, Navy, Marine Corps, and Air Force from 
1,455,218 to 3,252,419, an increase of about 124 percent. In the same period, 
the number of our civilian employees has gone up from 754,312 to 1,236,986—an 
increase of 64 percent. 

It is true that the number of civilians has gone up only half as much, propor- 
tionately, as our military strength. Such comparisons are constantly being 
made. But these percentage comparisons really prove nothing at all. It is like 
comparing pickles and pears. There is no valid or meaningful ration between 





OP SRR IBC TRAE SS 












ion 
Phe 
the 
dy 
ing. 
ling 
real 


nue 
wer 


ect, 
hin 
ned 
ings 
wer 


ieve 
, or 
t of 


and 
dilv 
shat 
and 
nies 
nine 


ther 
ting 
We 
ack. 
ney. 
vet- 
1 to 
ting 


ical 
sary 
hese 


e of 
ety. 
rces 
ican 

No 
very 
out. 
sure 
it it 
had 


r of 
sted 
than 
xtra 


ased 
rom 
iod, 
—an 


por- 
eing 
like 


veen 





i 
: 





PP Li ARAB a el 





ind aR Ec OP 


167 


civilian and military personnel and I would simply be misleading this committee 
if I pretended there was. 

Our program of manpower utilization will be based upon developing answers 
to the following questions, both on a departmental basis—which I call “wholesale,” 
and on a specific installation basis—which I call “retail.’’ 

1. Is this job really necessary? 

2. By whom can the necessary job best be done? 

(a) By combat-worthy personnel? 

(b) By limited-service military-service personnel? 
(c) By female military personnel? 

(d) By civilian personnel? 

(e) By outside contract personnel? 

3. Are the persons performing in necessary jobs being fully utilized? 

These questions cannot be answered by any short cuts. The situations in the 
different services and establishments are quite different. The answer is neither 
the arbitrary substitution of civilian personnel for military personnel, nor the use 
of more military personnel in order to reduce the civilian-personnel payroll. 

The answer lies in the establishment of a sound manpower program and a frank 
recognition that the manpower problems presented by 3 million men under arms 
are very different from those with 12 million men under arms, just as the problem 
of maintaining a military posture for a long period of time is very different from 
our intensive and all-out effort of World War IT. 

I assure vou gentlemen that money allocated for defense personnel will be 
expended with care and with a view toward securing maximum benefits for the 
individual taxpayer. 


DIFFERENTIATING CIVILIAN AND MILITARY FUNCTIONS 


Mrs. RosenserG. That is one of the things we feel very strongly 
about. When I said that I hoped we are going to have some man- 
power philosophy that we want to put into effect, I had that in mind. 
It is true that there are today in the military installations military 
people who are performing civilian functions. There is not any 
question about that. Those functions could be performed just as 
well by civilians. 

As we see it, the important thing is to consider this all in one 
package, and first to see whether the job is really necessary or not. 
That is the most important thing. if the job is necessary, why is 
there a uniformed person in that job? 

We need some of our uniformed people in those jobs, because it 

may be a training job which they need when they go overseas. There 
is the quartermaster, the cooking, some record-keeping, and clothing 
depots. All of those are examples of jobs which a military person 
must perform when he goes outside of the zone of interior. Therefore, 
it would be foolish for us to put in an artificial training class and have 
civilians perform those jobs. We have the military performing those 
jobs. 
We are also faced with the problem that we must maintain a 
rotation system. We are not using 12 million men, as we did in the 
last war, of whom many were deployed overseas. Now, for the first 
time in our history, we hope to have a strong enough striking force 
right here in the Zone of the Interior to be able to deploy them any 
place at any time we need them, or to use them right in this country 
if the time arises when they will be needed. 

What are we going to do with that second group of men whose 
training has substantially been finished? I cannot think of anything 
worse for their morale or for their general efficiency and fitness than 
to condemn them to idleness because the training is finished, even for 
a few hours a day, and at the same time employ civilians to do those 
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very jobs. Therefore, we frankly say that there are men who are 
going to be kept in this country who have been combat trained and 
who are going to perform jobs which civilians can do, because they 
have time on their hands. That is better for them, and certainly 
better for the taxpayer, and more economical. 

We have also a third group of men, and I think the Navy and the 
Marines are the outstanding example of this. The Navy has a 
rotation system, with so many years at sea and so many years on 
sbore. Unless you are able to give a man a certain amount of time 
on shore you are not going to be able to get men to enlist in the Navy. 
That is putting it very simply, Mr. Kimball; though I know it is much 
more complicated than that. However, the fact remains that there 
are 12,000 men in the Navy today who are entitled to rotation on 
shore, some of whom have been at sea for 5 or 7 years. 

At one of the installations which we inspected, we found one of 
these so-called military men doing a civilian job, and it was his first 
rotation in 12 years. We have 12,000 we need to rotate back on 
shore. The fact that these men are not useless, even though they do 
civilian jobs, is best demonstrated by the number of men we wece able 
to send to Korea, who were here performing these very jobs which 
are today condemned by certain committees who say that we should 
have only civilians performing them. 

We have another reason why at times they must be used in civilian 
places. We have installations which are so far from the civilian labor 
market that it is uneconomical to use civilians, unless we want to go 
in, again, for large-scale housing, for which we have neither the 
material nor funds. We would have to build up the hospitals and 
schools and facilities and things, such as we had to do under the 
Lanham Act, as you gentlemen no doubt recall, in the last war. 
Some of those were devastated areas after we were through. 

It is far better if we cannot get civilian personnel to those installa- 
tions that we use the military personnel. 

For instance, we have reception centers on an around-the-clock 
basis of operations. Men come in at night. We must have personnel 
there. If we use civilian personnel we have to pay them time and a 
half and overtime, and there are transportation difficulties at night 
and all the other things. We must regard the military manpower 
and the civilian manpower in all our uses as a package. 

What we are trying to do is to use the person who is the most 
economical and who can be used in that job, whether he is a civilian 
or whether he is a military man; whether it is a woman in uniform 
or a woman in civilian clothes. 


USE OF LIMITED-SERVICE PERSONNEL 


We are also up against the fact that we have quite a few mentally 
and physically below the combat standard of men. We will have 
still more, with the intelligence test reduced to 65. How are we to 
use these limited-service men? What we are hoping for is that in- 
stead of using civilians in some of these jobs we will actually set aside 
jobs which can be performed by civilians but which should be per- 
formed by a limited-service man, if we must take limited-service men. 

Mr. Taper. Does the serviceman not cost you more than the 
civilian? 
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Mrs. Rosensera. If we are going to do that, Mr. Taber, we hope 
that we will be able to accomplish this. It is absolutely unnecessary 
to train the limited-service man for the length of time that we train 
a man who is going to go into combat. We know that if he has certain 
physical and mental defects we are not going to put him into combat. 
Therefore, instead of training him a possible six months and spending 
$3,600 on his training and allocating equipment and space for training 
we hope that we w ill be able to work out a system of training for 4 to 
§ months, so that he is able to take care of himself and look like a 
soldier and act like a soldier. 

Mr. Scrivner. Do you mean 4 to 6 months, or 4 to 6 weeks? 

Mrs. Rosenpera. 4 to 6 weeks, sir. I am sorry if I said that. 


-That is just to make him able to take his place at an installation. 


Mr. Taner. Why do they take those fellows in at all? 

Mrs. Rosenserc. We have to take them in by law, Congressman. 
That is the law now. The new law passed by Congress and the 
Senate requires us to take them in, even at the lower physical and 
mental qualifications. 

Frankly, if you want my opinion, I think it is wrong. When we 
took in 12 million men it was fair to sav that we take our percentage 
of the physically and mentally lower qualified men, because we took 
too many young men out of the civilian economy. The farms needed 
able-bodied men. The factories needed able-bodied men. However, 
we are only taking 3% million men, and if we had our way they would 
all be combat-fi; men, but that is not the condition. We have to 
take them in. 

What we also hope is to come back and ask Congress, if we can 
work this out, for a different pension svstem for those men. This 
country is carrying a terrific burden of the last two wars, of paying 
pensions to men who went in with a disability, and then the disability 
was increased by their being in service. 

On the type of jobs to which we hope to assign them, their disability 
will not be increased. By the type of service for which we hope to 
use them, their disability will not be increased. We are carrying a 
terrific cost in pensions alone in this country. 

That is how we hope to look at the over-all picture and say, ‘“‘We 
will use men or women wherever it is most economical to use them.” 

Mr. Manon. That is a very interesting over-all statement, Mrs. 
Rosenberg. 

UTILIZATION OF PERSONNEL 


It seems to me that in your position and with your intelligence and 
energy you ought to be able to make a substantial contribution to this 
business of better utilization of military and civilian personnel. 
Maybe we need to do some things that we have not heretofore done, or 
to explore channels and avenues which have not come to our attention, 
but some way must be found to reduce to the very lowest minimum 
the number of people in nonproductive effort. 

Mrs. Rosensera. That is right. 

Mr. Manon. Here indicating] i is a copy of this bill which we will 
begin to mark up this week. We are going to say, ““How much shall 
we afford this Department for this purpose?” and so on; and we are 
going to have to get down to details. 
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POSSIBLE REDUCTIONS IN CIVILIAN EMPLOYMENT 


In what area are the possibilities greatest for a reduction in civilian 
personnel, as you now see it, from what you know of the problem? 

Mrs. Rosenspera. Mr. Chairman, frankly, I think there are possi- 
bilities in all areas. I have often contemplated a so-called over-all 
percentage reduction. But I found that that does not work very 
well, although we do sometimes do it just for the moral effect of it. 
I have found that when you reduce 10 percent, the next time the 
budget is prepared they put in 20 percent, so that if you reduce 10 
percent, they are still doing pretty well. 

Mr. SHepparp. How can they do that with your screening? 

Mrs. Rosensera. I am faced with two problems: what we have 
on hand today and what we are going to take on in the future. Frankly, 
as to what we take on in the future, I feel pretty sanguine that we are 
going to be able to do an intelligent job and that we are not going to 
permit additional people to be hired who are not going to be utilized 
and who are not fully needed. But I cannot get away from the fact 
that when a department, for instance, asks for 5 additional stenog- 
raphers, and it now has 20, that you also have to look at the 20 to 
see whether the 20 could not take on the additional load instead of 
giving them 5 more. 

And so we are considering what we can do with what we have. I 
think you gentlemen are as familiar with Federal payrolls as I am and 
if we say that we are going to fire some people, I think that is just too 
optimistic a remark. What we are hoping for is that the people that 
we have now can be used, so that we will not permit replacements 
without justification for each replacement. 

When I say we are hoping to do that, I am talking of the services. 
The responsibility is theirs and unless we do it jointly, we cannot do it. 
If my office were to try to do it all, all I would be doing would be 
building up another large manpower pool. 

Mr. Manon. Let me ask you this question: Suppose we should 
place in this bill a proviso that subtitle X shall be reduced by $3 
million, and that such reduction shall be applied to civilian personnel; 
and suppose we had some general provisions in the bill with respect 
to a reduction in divilian personnel. Would it be the objective of 
the Department of Defense to seek to make reductions where the 
reductions could best be made, or would the reductions be made with 
the idea that ‘‘We will show Congress how wrong they were in making 
these reductions”? Do you see what I mean? 

Mrs. RosenserG. As long as I am there, that will never happen, 
because the only reason for my coming down here was the hope that 
I was going to be able to do something in this manpower problem. 
I am not here to show Congress that we cannot. I am here to show 
Congress that we can, if you have enough confidence in us to give us a 
budget. I know that those were General Marshall’s and Mr. Lovett’s 
instructions to me. 

Mr. Manon. As you know, Congress can make a general reduction, 
but if a general reduction were applied by the Department of Agri- 
culture or the Department of Commerce or the State Department or 
the Department of Defense, in a certain way, it could bring havoc to 
that Department. 

Mrs. RosensercG. That is right. 
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Mr. Manon. And, perhaps, embarrassment to Congress. 
Mrs. RosensBerG. That is right. 

Mr. Manon. There is some feeling that in a reduction in certain 
areas in the customs service some time ago, that sort of technique was 
used, which was unjustifiable. My point is, can we depend upon you 
for complete and sympathetic cooperation in whatever reductions in 
civilian personnel the legislative branch of the Government may deter- 
mine upon? 

Mrs. RosenserG. You certainly can. But may I say this? You 
may make any reduction that you see fit, of course, but I earnestly 
hope that you do not make these so-called percentage reductions. 
We do not consider that what you are giving us now, let us say, in 
civilian manpower, is something that we have to build up to. We 
do in the military. When we have a military manpower figure, we 
have to build up to it. But when we have a civilian manpower figure, 
we do not aim to build up to that. We consider that that is the 
maximum, and that, within that figure, we have to go lower. 

There is a great fear that I cannot help but express, that when 
you cut the civilians in the Department of Defense, it is not the same 
as when you cut the civilians in the Agriculture Department, because 
then the military are brought in to do the civilian job. And, as 
Congressman Taber has said, in many instances that is much more 
expensive. So what we are trying to do is, if you give us the time— 
and I have been only a very few months in this job and I know there 
have been many people here who said the same thing to you and then 
perhaps did not deliver 

Mr. Taper. Have you ever thought of instilling a spirit into the 
heads of bureaus so that they would do their job with less personnel, 
and if they did, they would Bit more chance for promotion, than if 
they gathered around them a great lot of chair-bottomers who were 
not doing much of anything? 

Mrs. Rosensere. Of course, this is a very large organization and 
what we have to do is to work through each service. I think we have 
accomplished one thing that will do it, sir. We have asked each 
department to have one single person responsible for manpower, right 
under the Secretary. In each department there were five or six people 
who had been responsible—five or six? Sometimes 15—for manpower. 

Mr. Manon. Who are the responsible people in the Army, Navy, 
and Air Force now? 

Mrs. Rosenpera. Secretary Kimball was the responsible person 
until such time as he became Secretary. 

Mr. Krmpatt. I am still the Under Secretary. 

Mrs. Rosenpera. Mr. Zukert in the Air Force and Mr. Johnson 
in the Army have been designated. 

If it is information on an arsenal that I want, I do not have to go to 
10 places. We hold one person responsible for submitting and justi- 
fying the requirements. . 

May I say this, Mr. Chairman? In setting up our new jobs, one 
of the things that I said was that I was not interested in how many 
people a person had under him in order to get a grade. I was interested 
in how few people he had under him in order to get a grade. We are 
trying to do that, within civil-service regulations. It has been alto- 
gether too long in Government the fact that a grade depended upon 
the number of people who were being supervised. That was a very 
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dangerous procedure and if civil service will permit us, we are going 
to do just the opposite. 

Mr. Manon. Let us take a little problem that I shall present to 
you, for illustration. A man told me today that we could save a lot 
of money if we went to each and every installation—and there are 
hundreds and hundreds of them—of the Army, Navy, and Air Force, 
and determined whether or not they needed a photographer and a 
photographic laboratory at that installation. He said that about all 
these photographers do at the average installation is take pictures of 
the Secretary, or of a Congressman ‘when he comes to the post, and 
they make up those photographs i in great quantities and send them 
around so that each person is supposed to be flattered, or maybe 
flabbergasted. 

Mrs. Rosensera. The latter many times. 

Mr. Manon. It might be found that here is a man who is not 
needed and here is expensive equipment that is not needed. Of 
course, if it is a combat operation type of equipment, if it is aerial 
photography that is being done for the Air Force, that is one thing. 
But the point was made that the average installation does not need 
that sort of photography. And out of small bits large objects are 
made. 

So that it might be, if you were to go into these various things and 
find this weakness here, there, and everywhere, we might do a house- 
cleaning job on the nonessentials and get some real reductions. 


WORK REVIEW PROCESSES 


Mrs. RosenserG. I am going to look up the matter of photog- 
raphers, Mr. Chairman. But I can tell you that we are now working 
jointly with the services, taking one Army and one Navy and one Air 
Force installation, and going through the following process, just to 
highlight one installation in each service. We are taking every single 
civilian who is there and trying to decide, No. 1, whether the job he is 
doing is necessary. If we come across a photographer, I am certain 
that we will ask, “Well, what do you photograph here and what is its 
official value?”’ 

Then we want to know this: First, if he is not necessary, that is an 
agency problem to solve. But if he is necessary, could a civilian do 
the job, if the man in the job is a military man? And if he is a mili- 
tary man, is he necessary, and if so, could a civilian do the job? And 
if a civilian could do the job, could a woman do the job just as well? 

If it is a military man, why is he there? Is he there because he is 
awaiting rotation? Is he there because he is training for overseas, in 
the Quartermaster Corps, or cooking, or whatever it is? Or is he 
there because he has been assigned to the United States and has to 
perform certain functions? 

There are yardsticks by which each installation can be measured. 

Mr. Manon. And you are working on a yardstick there? 

Mrs. RosennerG. There are yardsticks, sir, and the yardsticks 
become pretty much pro forma operations. You have a yardstick for 
an installation, one type of installation, and yardstick for another 
type of installation. We say that yardsticks ought to be used, but 
we are going much further than that. We are actually taking the 
individuals and trying to find out what they are doing. 
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Mr. Manon. It seems to me that taking a yardstick is something 
like taking a girl in college, and providing for her allowance. She 
gets so much as her allowance. It. is something like ration points 
under war controls. They used up their ration points or the girl 
used up her allowance, w hereas the question might be asked whether it 
might not be dispensed with in the first place. I think these yard- 
sticks can lead you astray as well as, perhaps, assist you. 

Mrs. RosenserG. That is right. We are not relying only on yee 
sticks. Some of the yardsticks are good. For instance, the Navy 
will have the yardstick of how many men they need for each operation 
on shipboard. Our job is to see whether the yardstick is not too gen- 
erous. We want to get the Navy to look at it. The same is true of 
the Air Force and the same is true of the Marines and of the Army. 
But jointly we are actually trying to get examples, by going into a 
place and asking, Are these jobs necessary and, if so, who can best per- 
form the jobs most economically, a military man who has nothing to 
do, or who has only 3 hours of work a day, ora civilian? And if it is 
a military man, if he is already there, do not let us hire a civilian. 

I know how that has been dove in the past, but we can do a far 
better job if vou will permit us to go along the liaes we have outlined 
| have submitted to you—I do not know if the committee has seen 
it—our April 27 directive, and I would like to say this off the record, 
if 1 may. 

Mr. Manon. You may speak off the record. 
(Statement off the record.) 


CIVILIAN AND MILITARY EMPLOYMENT 


Mr. Manon. There are a few specific questions which I would like 
to have answered at this point in the record. I should like to know 
the number of civilian employees tn the Department of Delease and 
in each service as of June 30, 1951, and the number that vou hope 
to have at the end of the fiseal year 1952, brokea down among the 
various services. IL think you could make a chart of that; vou may 
have one before you. 

If you have it by man-years, which, of course, is different, we 
would be glad to have it ia man-years. But the figure for maa-years 
for the fiscal year 1951 is not as good as the end strength, the number 
of civilians on board as of June 30, 1951. 

I wish you would furnish for the record also the total doilars for 
civilian personnel for each of the services 

Also in this connection, I would like to have a breakdown of these 
employees with respect to whether or not they are white-collared or 
blue-collared, if that is the accepted term? 

Mrs. Rosensera. Yes, sir. 

(The information requested is as follows:) 
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Estimated civilian employment on regular military functions in fiscal year 1951 
and fiscal year 1952 












































June 30, | June 30, June 30, | June 30, 
1951 1952 1951 1952 
IE en anmndnddacncnill 473, 000 605,000 || Office of Secretary of De- 
fense, total_...............- 2,115 2, 036 
White collar._...........- 189, 200 253, 430 
Blue collar. ...........--- 283, 800 351, 570 White collar___........__- 2,115 2, 036 
A a PREIS BSN ak a 
Navy, total (including 
e Corps) ........-_... 445, 856 517, 000 WS. i eee 1, 179, 642 | 1, 443, 445 
White collar______._...._- 143, 513 162, 018 White collar__...._- 443,714 545, 558 
Blue collar... ..........-- 302, 343 354, 982 Blue collar... ._.... 735, 928 897, 887 
Air Force, total__.....-.....-- 258, 671 319, 409 
White collar____.........- 108, 886 128, 074 
Blue collar... ..........-- 149, 785 191, 335 











Total amount requested for civilian employees in fiscal year 1952 budget estimates 





I iitha anne vice tas shit Kinde Pie a eee $1, 442, 152, 218 
Nee ee au Siiate mabe toneeoneaes bar Pua 1, 909, 913, 656 
Mes oo Sok Ll a On er ot eg 1 996, 488, 006 
Office of Secretary of Defense___.._________-__--__._--__--.- 11, 475, 900 

TON ob vemedcidn sok age tiaAb dd} gsb dle. Shee 4, 360, 029, 780 


1 Amount defended by Air Force. Represents a decrease from the amount in the budget document. 


MILITARY AND CIVILIAN EMPLOYEES IN THE PENTAGON AND WASHINGTON 
AREA 


Mr. Manon. And we should also have the number of military and 
civilian employees broken down in the Pentagon; and the same 
information for the Washington area, in view of the fact that we have 
many administrative people in the area and we also have people 
engaged in industrial capacities, such as at the Naval Gun Factory, 
and so forth. Some distinction should be made there. 

This testimony will be available to you and you may supply that 
information for the record at this point. 

Mrs. RoseENnBERG. We should be very glad to do that, Mr. Chair- 
man. 

(The matter referred to follows:) 


Number of military and Department of Defense civilian personnel in the Pentagon, 
estimated as of June 30, 1951 























Total De- | Office of 
partment: | Secretary Army Navy Air Force 
| of Defense | of Defense 

| a a OS ee a | } 9, 871 | 785 4, 150 1,740 3, 196 
| ORES a a Se 18, 835 | 1,741 10, 545 2, 073 4, 476 
8 a eee (18, 392) | (1, 741) (10, 428) (1, 747 (4, 476) 
Wage board (ungraded) -........._..._- (443) |..--.---- ++ | (117) aie 
| EE Rn | 28, 706 | 2,526 | 14, 695 3, 813 | 7,672 
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1. Estimated number of military and civilian personnel in Washington, D. C., 
metropolitan area as of June 30, 1951 




















Total De- | Office of 
partment | Secretary Army Navy Air Force 
of Defense | of Defense 
its cn de heancemadtwnehevaendiied | 64, 186 1 (825) 28, 390 17, 050 18, 746 
RE SR: SE Ie: SEE 91, 714 2, 150 38, 180 42, 786 8, 598 
Salaried (graded) __.........-.-.---..-- (72, 104) (2, 150) (32, 484) (29, 983) (7, 487) 
Wage Board (ungraded) -___.........__- €ies ONO) licous~s<..-- (5, 696) | (12, 803) (1, 111) 
itch hid kde dinieboumindhh iden 155, 900 22,150 66, 570 | 59, 836 22, 344 

















1 Included in service totals. 
2 Plus 825 military included in service totals. 


2. Numbers of above employed in production and research-type activities such as the 
Naval Gun Factory, Ordnance Laboratory,. etc. 


Total Denartment of. Petes. 22 2 25 re i set a Se 18, 442 
Giiion et Gecratany Gf ‘Deteness.. oe os ee eo cece None 
Mee a te nn lo Soe 5 = Aare ease ee es oar eels d None 
a et a ere Ss ae Pe a ae he eter a 18, 442 
Pn EE Gn Rn NS a i TA OS ol UN, Lo, Rte hl RR el AE A None 


NUMBER OF CIVILIANS 


Mr. Manon. I think you can give me at the moment the number 
of civilians on the payroll as of June 30? 

Mrs. RosenBerG. 1,125,737. 

Mr. Manon. And you expect that figure to go to what? 

Mrs. RosenBERG. 50,263 less than what you permitted in our 
budget for 1951. 

Mr. Manon. Certain reductions will be agreed to, as I understand 
it, by the Department of Defense by reason of your on-board strength 
not being as great as you had anticipated. 

Mrs. RosenBeRG. That is, in man-years? 

General Moorr. Mr. Chairman, I understand that is so with 
respect to the Army and Air Force. 

Mr. Manon. How many additional people do you expect to add 
during the fiscal year 1952? In other words, you are going from 
1,125,000 approximately to what figure, according to your estimate? 

Mrs. RosenperG. According to the estimate in this budget it is 
1,506,219. 

Mr. Manon. That is an increase in civilian personnel of between 
300,000 and 400,000? 

Mrs. Rosenpera. About 350,000. Most of that, if I may say so, 
is in the civilian workers who are engaged in actual production. 

Mr. Manon. You may enlarge upon that for the record, if you 
wish, 

Mrs. RosenperG. Thank you. 

Mr. SHepparD. Madam Witness, are you a production engineer? 

Mrs. Rosenserec. No, sir. 

Mr. SHepparp. Are you a so-called personne! specialist? 

Mrs. RosenserG. I would say that I am a manpower specialist, 
if such an animal exists, Congressman. That is a very embarrassing 
answer for a woman, but that is what I am supposed to be. 

Mr. SuHepparp. I assume that there is such an animal in existence. 
I did not coin the phraseology. 
84328—51—pt. 1—-12 





176 


PRIVATE INDUSTRY UTILIZATION 


What did you mean in your statement when you said that you were 
going to have more work done by industry? Did you mean that 
more work was going to be done by industry if it would eliminate the 
present civilian ‘load requirement? Or what did you have in mind 
when you made that statement? 

Mrs. Rosensera. I did not quite understand the question, Con- 
gressman. 

Mr. Suepparp. Your statement was to the effect, when vou were 
making your general statement, that you contemplated haviog indus- 
try doing more than they are presently doing? 

Mrs. Rosensperc. What I hoped was that if it came, for instance, 
to building a ship, we ought to look carefully to see whether tadustry, 
to see whether an industrial shipyard could do that, before we per- 
mitted the ship to go into one of our own shipyards. 

Mr. Suepparp. In other words, you were trving to make the point 
of using better-qualified contractors? 

Mrs. Rosensera. Using civilian contractors to the maximum 
instead of producing at our owa installations aad putting people on 
the civil-service pay roll. 

Mr. Sueéprarp. Does the information that vou have secured since 
you have been in your preseut position indicate that you can do the 
work, let us sav hypothetically, of rehabilitating a ship, at lesser cost 
to the taxpayers or to the Government, by private contract as con- 
trasted to the military operations that preseatly prevail? 

Mrs. Rosenserc. I think, Congressman, that the Navy, which is 
represented here, ought to answer these specific questions. But | 
think a great deal depends on the ship. Some ships, 1 know, have 
secret equipment, and that work would have to be done in a Govern- 
ment shipyard, even if it were more expensive. Certain work has to 
be done in a shipyard because they must maintain a minimum force 
in time of war; for instance, in order to have a force there when ships 
come in in a damaged condition, for repair. There are certain loca- 
tions where labor is already in private shipyards and it is more econom- 
ica! to produce in those private shipyards than in a Government yard. 
I think I would like to have Secretary Kimba!! comment on that. 
Each situation depends on its own particular facts. The reason I 
think it is of the utmost importance—that is, the reason I am stressing 
that, is bee cause it is of the utmost importance that we put as much 
into the civilian economy as possible, because we will then not have a 
continuing load of personnel to carry. And there is a tendency to 
carry people from one operation to another instead of laying them off, 
because you are afraid you will not be able to get them back. 

Mr. Suerparp. That would be true, with certain reservations at 
least, in your expansion program, for instance. There is a specific 
number of shipyards that are considered reasonably essential to our 
requirements. That does not necessarily mean that you should have 
ships stacked up in order to feed that yard, on the premise that you 
must have continuous operations. You are going to have some sags 
there, even though they are operating in a civilian category, are you 
not? 

Mrs. RosensercG. That is unavoidable. 
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Mr. Suepparp. At the same time, if you are going to have that 
shipyard available 6 months from now, hypothetically speaking, you 
have got to do something in order to put that shipyard in operational 
condition so that when you come back in 6 months, that yard will be 
there and the personne! wil! be available when you are in trouble and 
‘ need it. So there are two aspects that have to be balanced one against 
the other, and the line of demarcation there is very fine. 

Mrs. Rosensperc. That is right. But I think careful planning and 
scheduling will take care of that. I know that the Navy has very 
carefully planned the scheduling of its repairs, when ships come in, so 
that there is a constant rotation. I think Seeretary Kimball can 
answer that better than I. 

Mr. Kimpauu. If we knew exactly how many ships we were going 
to have in the Pacific, for instance, we could anticipate pretty well the 
overhaul load on earriers, cruisers, destroyers, and so forth. On an 
average we know when those ships come ita about the number of man- 
hours that it is going to take to take care of them. Of course, we are 
talking of military ships now. Civilian ships and transports, usually 
we send to the private vards. 

Mr. Suepparp. My question was not intended as criticism of Navy 
methods, because my long association with them would indicate that 
: they have always done a reasonably good job; at least ia my opinion. 

But I was trving to get to some conclusions on the matter of policy, 
to determine where the line of demarkation was, because that liane, as 
[ have said, is very fine. 

[t seems to me that it is going to take a tremendous number of 
personnel to decide where that line of demarcation is, so that we can 
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: be able to determine where it is best to do the job. 

: Mr. Kimpauy. Generally speaking we do the jobs where we think 

‘ we can do them a little cheaper. We know that generally speaking 

ship repairs, for instance, and airplane overhaul and ordnance repair, 

. we can do better and new sbips we ean do perhaps better by building 
outside. 


Mr. Suepparp. The biggest bone of contention that has existed 
between the military and the civilians, as my friend knows, has been 
: around the matter of analyzing costs. The military do not take into 


consideration the same cost items that the civilian operation embraces 

: and so inevitably there is a differentiation there that would have to be 

taken into consideration before we could come to a true answer. — 

' Mrs. Rosensera. I have had to-do with the utilization of ship- 

yards and arsenals before. I had the Brooklyn Navy Yard and a 
few others and 1 am very familiar with the problems that they have 

, of maintaining a skeletoa foree, for instanee. 

' Mr. Sueprarp. Then, perhaps, you could qualify as a personnel 

. specialist, without any question. 

. _ Mrs. Rosenserc. | would say that when it came to doing utiliza- 

; tion work, | have done more than probably anyone in this country 

: today, both in utilization of civilian plants and of Government 

. facilities. 

. Mr. Suerparp. There has been considerable discussion on the 


utilization of manpower, from the civilian concept of it and also from 
that of the military. I do not take the arbitrary point of view that 
some Members of Congress have taken, especially some on the other 
side of the Capitol where they have a committee who are continually 
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telling the people how many people ean be used and where they can 
be used. I think it would be quite interesting if an analysis were made, 
because the answer might be different than it is presently thought to 


be. Quite frequently we find Congress as well as the military delving 
into the hypothetical. 


USE OF RETIRED MILITARY PERSONNEL 


I should like to ask you this question. What is being considered 
now with reference to the recalling of military personnel who are now 
in retirement, in order to release men who are physically adaptable, 
having in mind the exigencies of both the civilian and military con- 
cepts? 

Mrs. RosenserG. That again comes to the number of people that 
we have. If we are going to take retired people who cannot perform 
functions in case of an emergency, or go overseas and perform functions 
there in case of an emergency, then we have to build up our force 
above the 3.5 million. We are calling in retired men wherever it is 
possible to use them on those jobs where combat skill is actually not 
needed. 

Mr. SHEPPARD. You mean you are presently exercising that pre- 
rogative? 

Mrs. Rosensera. Oh, yes. 

Mr. SHepparp. What is the total number of retired personnel that 
are considered physically fit, if that number is known, if there is any 
listing of them or any accountability for them; do you know? 

Mrs. Rosensera. I do not know. Do you know, General Moore? 

General Moore. I am sorry, I did not hear that question. 

Mr. SHepparp. Has there been established the number of retired 
personnel physically capable of performing office functions? There 
has been no survey made of that category, has there? 

General Moorz. Not that I know of, sir. 

Mrs. Rosensperc. A lot of military personnel retired are now in 
civilian occupations. 

Mr. Suepparp. I think you will find a great many of them, at 
least 6.5 to 10 percent, who have not been. I know that out on the 
west coast there are colonies of them, if you will check the m, where 
there are a considerable number of these gentlemen who are not par- 
ticularly interested in civilian pursuits. 

Mr. Kiwrauu. Do you mean to call them back as civilians? 

Mr. SuHepparp. No; not as civilians. You cannot call a retired 
military person back as a civilian. 

Mr. Kimraty. You mean giving a higher ranking man a job such 
as a junior grade would do, something like that? 

Mr. SuHepparb. It would be very unsavory to have to demote any- 
body but I do not see why that is necessary. In other words, just 
because a junior grade functions in a particular job, that would not pre- 
vent a man who had been a captain from functioning in the same 
position. 

Mr. Kimpauu. They might be able to do it, but the problem of 
command would be difficult. 

Mr. SuHepparp. I think you have perhaps put your finger on a 
rather interesting situation. The time is going to come, I am afraid, 


when we are going to have to consider application more, and command 
to a lesser degree. 
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Mrs. Rosensera. I can tell you what our office has done on that. 
General Marshall, in speaking of certain jobs where he needed people 
has said time and time again that we should see if there are any 
retired personnel who could be called in. I think the recommenda- 
tion of the President to the Congress on the universal military 
training matter was to call Admiral Kincaid back instead of detach- 
ing an active military man, which was a demonstration of it. We 
are reviewing it, and I do not know whether we are doing it to the 
extent that we should. We can check that. 

Mr. Suepparp. If you have any information available on that, I 
would appreciate it if you would furnish that to the committee; that 
is, as to the number of our retired personnel who have been called 
back into the service in the last 12 months. 

(The matter referred to appears on p. 192.) 

Mrs. RosenBerG. Very well. 

Mr. Suepparp. In response to an interrogation of the Chairman, 
Mr. Mahon, you expressed yourself rather solidly, if 1 may use that 
terminology, relative to conditions that prevail in the civil service, 
particularly with relation to supervisory advancements according to 
the number of personnel under the supervision of an individual. We 
all concede that that is a difficult situation because of the human 
equation that enters into the problem. 

Has any thought been given to that situation that would indicate 
that you would be interested in suggesting an amendment to the Civil 
Service Act, if that type of situation could be amended by an act of 
Congress? 

Mrs. Rosensera. I do not know if that is necessary. I know that 
Mr. Ramspeck has been very helpful along those lines. 1 have dis- 
cussed with him, for instance, the positions that we have to get. 
They were not based on the number of people that they supervised. 
They were based on responsibility and the possibility of doing away 
even with existing personnel. He was very sympathetic toward that. 
I will be glad to check to see whether any amendment is needed. I 
have often found that in Government, people believed that something 
could not be done because they had heard that for so many years 
that it was not even attempted. Sometimes I rush in where angels 
fear to tread, but I have noticed that there is not as much difficulty 
in doing these things and so far I have not had to ask for any legisla- 
tion to get things done that I have been told could not be done. 

Mr. Suepparp. If you will permit an observation there, to that 
degree you are a typical female. 

Mrs. RosenBerG. With our disadvantages we have our advantages, 
too. 

Mr. Suepparp. That is quite true. I have no further questions, 
Mr. Chairman. 

Mr. Sixzs. I have no questions at this time, Mr. Chairman. 

Mr. Ritey. Mr. Chairman, the questions I had in mind were 
covered by Mr. Sheppard’s questions. 


PRODUCTION METHODS 


Mr. Taper. There are a couple of things that I want to suggest. 
Frankly, I have been messing around with appropriations for the 
armed services for a long time. I have watched them a great deal. 
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One of the things that disturbs me as much as anything, is the idea, 
the thought, in a great many of our industrial establishments and the 
armed services, that they have been decidedly slow to take on modern 
methods of production that would tend to perhaps do a better job 
and do it more quickly and allow the particular institution, inciden- 
tally, to produce more and perhaps with a lesser number of help. 

I am wondering if any real effort has been made or is being made 
presently to take advantage of those things that would help solve our 
manpower situation in the picture that seems to lie ahead. Frankly, 
1 think at the present time the armed services should be taking advan- 
tage of the very best methods; they should find out what they are 
and put them into effect. Is that being done? Is there any effort 
being made to try to bring that about? 

Mrs. Rosenserc. Yes, sir. The plant that I mentioned as an 
example, the Marine Clothing Factory in Philadelphia, is one out- 
standing instance. They have done things there that it would have 
been difficult to establish even in civilian production, concerning indi- 
vidual worker’s maximum production, and so forth; but which is 
always difficult to do. I think they are doing it to a great extent, 
and I think we are going to do it increasingly. We are handicapped 
in some places where, for instance, our machinery may not be as 
up-to-date as it might be, and we cannot spend money on it now, or 
the lay-out of the plant may not be as advantageous. But there are 
careful studies being made, and I think you will see a real effort and 
a real improvement there. 

Mr. Taser. Some of these people who handle personnel and some 
representatives of labor organizations have an approach to a labor 
problem such that they think the way to build up their own situation 
is to reduce production. But the way standards of living in the 
United States have been raised has been by increased production. 

Mrs. RosenserG. That is right. 

Mr. Taner. That is the kev at this time to a proper defense effort, 
and I hope everything possible will be done to bring about that kind 
of approach. 

Mrs. Rosenpera. I can assure that it will be. ~ Ty 

Mr. Taser. I have in front of me three or four tables that have 
been furnished us as we have gone along, and some of the figures 
are interesting to me. 


PERSONNEL INCREASE IN ARMY ORDNANCE 


I have in front of me at the moment persounel tables for “Ordnance 
service and supplies, Army.’’ Between the year 1950 and the year 
1951 that set-up shows an increase in positions of 110,000 and an 
increase in man-vears of 79,000. 

Then, when I come over to the fiscal year 1952, that shows an 
increase of 7,000 in positions and 21,000 in man-years. That is 
a little bit too much for me to swallow. 

Mrs. Rosensera. I have not seen that, and I would like the serv- 
ices to answer these details, because I did not participate in the prep- 
aration of this budget. All I know is that, from the day the budget 
was granted, no more new personnel would be given without a review. 
Is there somebody here from the services who can answer that ques- 
tion? 
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Mr. Taser. Of course, when they bring those tables up here, 
there is not time for us to get into them. 

Colonel Perman. Mr. Taber, as you remember, in our discussion of 
the “Ordnance Service, Army,”’ we pointed out to you at that time 
our procurement and production program in 1950; the amount of it 
and the amount of increase in ordnance production and procurement 
program in our own Army installations. That, if you will remember, 
and if you will check back into 1951, you will find our increase in 
positions for the fiscal vear 1952 over 1951 was from 148,474 in 1951 
to 202,761 in 1952, a net increase of approximate 54,300. 

You will remember that during the period of 1951, in our class II 
installations, we reactivated and expanded a large number of instal- 
lations. I will give you those figures in just a moment. 

In 1951, under Army control, we reactivated 33 new installations 
and expanded 66. Those were varied throughout the year, of course, 
as our supplemental estimates became available. 

In the fiscal year 1952 we contemplate the activation of four addi- 
tional class If installations, and an expansion of 42. The man-year 
figures to support those installations in 1952 that we opened in 1951 
is the reason for the seemingly large increase in man-years, because 
we must support those 33 and 66 for the entire year. We opened 
some in May, for example; but in 1952 we must provide the man- 
years for the entire year of 1952. 

The position increase is approximately 54,000 in 1952 over 1951. 

Mr. Suepparp. We have also opened up other installations since 
May. I know of three of them. 

Colonel Perman. Yes, sir; and I merely cited May as an example 
of how the man-years built up in 1952, because those installations 
that we opened must be maintained for the full fiscal year 1952. 
That is why the man-years built up so terrifically in a program of this 
type. 

Mrs. Rosenpera. I think the weakness, Colonel, in a chart like 
this is—and I would interpret it the same as Congressman Taber— 
that you give the beginning and the end strength, but do not show 
how it accumulates. 

Colonel Perman. These are all under strength. 

Mrs. RosenserG. You do not show the number of man-years and 
how they accumulate during the time they build up. I think that is 
the story. 

Mr. Taser. Frankly, the thing as I checked it did not seem to hold 
together, and I do not see just how it does yet. 

Mrs. Rosenspera. Let me analyze it and see if we can come up 
with an answer that will be satisfactory to you. If I can take that, 
I will do that. Have you a copy of this chart, Colonel? 

Colonel PermMan. No; I do not have a copy of that one, but I have 
a copy of another chart which I furnished Mr. Taber. 

(The matter referred to is as follows:) 

Comparison has been made of the increase in total positions authorized from 
a build-up vear (fiscal year 1951) to those in an essentially level year (fiscal year 
1952), with the increase in man-years from the build-up year to the level vear. 

Such a comparison is open to question for two reasons: 

(1) The man-years in a build-up year will necessarily be much lower than total 
positions authorized, since the man-years will be roughly midway between the 
low begin point and the much higher end point. In the next essentially level 
year, the man-years will more nearly approximate the begin and end strengths 
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which are nearly the same. Therefore, a much greater increase in man-years 
than in positions will occur between the build-up and level years. In this case 
the fiscal-year-1950 man-vears were only slightly below positions because it was a 
level year. Then in fiscal-year-1951 man-vears were considerably below positions 
because it was a build-up year. Again, in fiscal-year-1952 the man-years more 
closely approximate the positions, hence a large increase in man-years over 
fiscal-year-1951. 

(2) The average employment of civilian personnel during a vear is more com- 
parable to the man-years than a comparison of end strengths (fixed to a specific 
date) and man-years (an average). Furthermore, in the specific case of ‘“Ordnance 
service and supplies, Army—Fiscal-year-1952 budget to Congress” the end posi- 
tions and man-vears are not directly comparable because the Ordnance Depart- 
ment is required to report within the total number of estimated civilian positions 
“Project order personnel” although these are paid from prior-year funds. The 
salaries for project order personnel are not included in the man-years, as stated 
in the budget estimate. 


ANALYSIS OF MAN-YEAR INCREASES, NAVY 


Mr. Taser. Now, I have another one here. This is not seemingly 
as difficult to follow as the other one, but here is what is shows: This 
is the over-all employment of the Navy; it shows an increase in posi- 
tions for the fiscal year 1951 over 1950 of 130,000, and in man-years 
an increase of 82,000. This is the difficult one. It shows an increase 
in positions from 1951 to 1952 of 80,000 positions and an increase of 
113,000 man-years. Now, that is a little difficult to follow. 

Mr. Kimpauu. That I cannot understand. 

Mr. Taser. Well, that is the table that was brought up to us. 

Mr. Kimpaty. Which particular one is that in? 

Mr. Taser. It is the top figure there. I have only used thousands 
in my figures. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Taser. Your positions in 1951 over 1950 go up 130,000 here, 
from 352,000 to 482,000, and your man-years go up 80,000. 

Mr. Kimpautu. That would be natural. 

Mr. Taper. Yes, as to the 80,000, but next year your positions go 
up 80,000, and your man-years go up 113,000. Now, that I just tp 
not understand. I may be wrong; I do not know. There may be 
some explanation of it. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Manon. Back on the record. Go ahead, Mr. Taber. 

Mr. Taser. I do not have the Air Corps stuff that compares with 
that because all of the figures were in positions I do not know 
whether it is positions or man-years. It does not show which; so, 
I cannot go into that at this time. 

I think that is all. 

Mr. Manon. Mr. Wigglesworth. 

Mr. Wiaccteswortu. I just have one or two questions, Mr. Chair- 
man. 

In the first place I want to revert to what the Secretary said about 
the Civil Service Commission. If I understood you correctly, Madam 
Secretary, you said that in certain instances it had been possible to 
reverse the policy of the Civil Service Commission, and that in others 
it had been impossible because of Civil Service regulations to reverse 
the policy which has been in force under the Commission for many 
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years, of giving a higher rating to a person simply because of an 
increase in the number of personnel under his supervision. Under 
what conditions has it been impossible for you to reverse that prin- 
ciple because of Civil Service regulations? 

Mrs. Rosensera. Mr. Wigglesworth, I gave that answer in 
reply to Congressman Taber’s question. In my own experience 
I have had no difficulty with it. I have always heard that one of 
the things on which grades are given, and on which promotions are 
given, is the number of people that you supervise. So, I said that I 
thought sometimes so-called traditions grew up. I have found no 
difficulty with the Civil Service Commission, and that is why I feel 
that there is no legislation needed. I may be wrong in that. 


POLICY ON PROMOTION OF SUPERVISORS 


Mr. WiaGieswortu. I thought from your answer to Mr. Taber 
that you indicated that in certain instances it had been possible to 
reverse the policy of the Commission, and in other cases it had been 
impossible for you to do so because of existing civil-service regula- 
tions. 

Mrs. Rosenrera. No; I answered that I think an incentive can be 
given because I found a very sympathetic attitude on the part of 
Chairman Ramspeck toward it. 

Mr. Manon. Chairman Ramspeck, if I may say so, wrote me a 
letter in response to an inquiry on this very question that you are now 
discussing, in which he contends the law forbade raising people’s 
pay simply on the basis that they supervised more people than they 
otherwise might have under them. I do not know the answer. 

Mrs. Rosensera. That is right; it goes on the responsibility they 
have. Grades are given to them on the basis of the responsibility 
they have. Now, the Commission’s theory is proper. You often 
found classifiers—I think you did years ago—who checked the 
responsibility of a person by the number of people that person 
supervises. 

Mr. Manon. If a man supervises a store with 10 employees in it, 
he should have less money than a person supervising a store with 
1,000 or 5,000 employees in it, because it takes a bigger man to control 
that sort of operation; that is, all things taken into account. 

Mrs. RosensperG. That is right, but very often I think that you 
can show that there is a good incentive in carrying on a small business 
just as well as one with a big volume with just as much efficiency. I 
think it has great merit. I do not think we have any great difficulty 
with the Civil Service. 

Mr. WiaGieswortu. Mr. Chairman, this is a principle that I have 
personally inveighed against for many years. I know—and I think 
that everybody here knows—that there has been instance after 
instance where a supervisor has deliberately tried to build up the 
force under him when he did not need it, solely for the purpose of 
increasing his rating and pay. The policy ought to be exactly the 
reverse. The person who can do a job efficiently with the least 
personnel ought to get the promotion. 

I think that anything you can do, Madam Secretary, to eliminate 
the practice which has prevailed will contribute greatly to the work 
of this committee and to the welfare of the country. 
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RELATION OF CIVILIAN TO MILITARY PERSONNEL 


Now I want to make another observation. You draw the line 
between the past and the future, and perhaps fairly so, as you have 
not been on the job very long. I understand, however, that the 
armed services have been taking on civilian personnel at the rate of 
about 1,500 a day at the present time. I have not any recent figures, 
but I understand that in March they took on over 50,000, which at 
that time was broken down roughly into 28,000 white collar workers 
and 32,000 industrial workers. 

You have just told us that you expect to take on about 400,000 
people in the fiscal year 1952. Senator Byrd has pointed out that 
that rate of increase amounts to almost one additional civilian em- 
ployee per minute in every day in every week, in every month, of 
the year in question. 

Now, this comes on top of the fact that we are appointing almost 
one civilian for every two military people in the service as compared 
with the peak ratio in World War II of something like 1 to be- 
tween 4 and 5 military people, which is far in excess of the ratio in 
other armies, assuming that they are on a comparable basis. 

I am just wondering when you think we may hope to see a slacken- 
ing of this tremendous increase in civilian personnel as a result of the 
ways and means which you have in mind to bring things down to a 
more reasonable basis. 

Mrs. RosenserG. May I say, Congressman, that the increase in 
June was 1,401 per day for the entire Defense Establishment, I mean 
the Secretary of Defense, Air, Army, and Navy all included. That is 
all within the ceiling which I mentioned to you previously, and we are 
still well under it with approximately 50,000 less civilians than they 
planned to have. 

It is very difficult to compare the ratio of the number of military 
and the number of civilians that we have pow with that we had in 
the last war. I need not tell you that since Korea, for instance, the 
shipyards of the country have been engaged in reconditioning, putting 
back into service a great many ships. Now, that means civilian 
employment, and the same thing is true of the Air Force on rehabili- 
tation and modernizing aircraft. 

Mr. WiaGiesworru. Well, we had our shipyards working at full 
speed during World War II, did we not? 

Mrs. RosenserG. We had our shipyards working on manufacturing 
during the last war, but we built our force up much slower in the last 
war. 

Here are some figures that General Moore just gave me on civilian 
employment from June 30, 1939. These are the percentages of 
military versus civilian employees. It is 2.6 now. 

Mr. Wiaeieswortn. It is 1 civilian to every 2.6 men in the military 
service now? 

Mrs. Rosensere. Is not that right, General Moore? 

General Moore. Yes; that is right. 

Mr. WiaG.ieswortnH. That is for the three services, overall? 

General Moore. Yes, sir; that is for the three services. 

Mrs. Rosenpera. It was 2.4, for instance, in December 1950. 

It was 2.5 in January 1951; it was 2.5 in February 1951, and in 
June 1945 it was 4.6 in proportion to the military. 
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Mr. WiaGieswortu. Yes, that is the figure I referred to. 
Mrs. Rosensere. Now it is 2.6, and in June 1944 it was a 5.1 ratio. 
So, I think our ratio is not so bad now in relation to World War II. 
I do not say we cannot improve, as we will. 

Mr. WiaeLeswortH. The number of civilian personnel in relation 
to military personnel is about twice as big or more than twice as big 
as it was in World War II. 

Mrs. Rosenpera. | think we have a different problem now than we 
had then. At that time we could put much more into civilian manu- 
facture. We are reconditioning goods now in our own installations 
which need large numbers of production workers. 

General Moore. Mr. Chairman. 

Mr. Manon. General Moore was about to say something. 

General Moore. Mr. Chairman, | think it is very important to 
point out in this connection that in the unfortunate event that we get 
into a major war and again have in uniform something in excess of 
12,000,000 men, which we had at the time when we reached the 
seemingly favorable ratio of one civilian to 5.1 men, we will again have 
approximately the same ratio, whether or not you have much good 
management or bad management, because as you increase by material 
numbers your military force you do not need civilians in many of the 
jobs for those you send overseas into combat because it is absolutely 
impossible to use them. 

So, in the history of our civilians as compared to the number of 
military when you have huge forces you always have a more favorable 

ratio than you do when you are in a period where you are employing 
civilian personnel to prepare for the mobilization for which you have 
to have men. 

Mrs. Rosensera. It is really the same as in the civilian plan. 
Your ratio of overhead does not increase over all with the production; 
the ratio of workers you take in. As a matter of fact, it reduces 
during the time the plan is becoming a reality, whereas now when 
we are getting bases ready, and getting installations ready we need 
a larger civilian force for that purpose. 

We are going to scrutinize every request for every job to see that 
it is necessary before the request is granted. I think that is the best 
way that we can cut down on the increased employment of civilians 
or the increased need for military personnel. 

Mr. WiaeLteswortH. Well, I hope that you will be successful in 
your efforts, and that the results of those efforts will become apparent 
very soon. 

That is all, Mr. Chairman. 


STAFF AND PROGRESS OF MRS. ROSENBERG’S OFFICE 


Mr. Manon. Mr. Scrivner. 
Mr. Scrivner. What is your official title? 
Mrs. Rosensere. | did not hear you; pardon me? 
Mr. Scrivner. What is your official title? 
Mrs. Rosensera. I am Assistant Secretary of Defense for Man- 
power and Personnel. 
Mr. Scrivner. When was it you went into office? 
Mrs. Rosensere. I was confirmed at the end of December. 
Mr. Scrivner. That means about 7 months? 
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Mrs. RosenserG. Yes; I have been in about 7 months. 

Mr. Scrivner. How many people do you have on your staff? 

Mrs. RosenserG. On my own personal staff? 

Mr. Scrivner. Yes. 

Mrs. Rosensera. As to the additional people whom I have taken 
on—it is not fair to say how many I have now because in a week or so 
I will have an additional number. 

Mr. Scrivner. How many will you have then? 

Mrs. Rosenpere. Eight or ten additional, including my own 
secretary, and so forth. 

Mr. Scrivner. That will make a total of how many? 

Mrs. Rosensera. Pardon me? 

Mr. Scrivner. That will make a total of how many in all? 

Mrs. Rosenpere. There will be about 8 or 10 additional. That is 
all I have taken on for my own job. If I may say so, sir, in some of 
the departments that come under me we are reducing the personnel. 
We have reduced the number of personnel. 

Mr. Scrivner. Of course, in addition to your own you have access 
to the use of personnel in other offices. As a matter of fact you must 
sometimes use personnel in other offices on the job that you have laid 
out for them to do? 

Mrs. Rosensera. Yes. 

Mr. Scrivner. So, it is a little hard to pin down just how many 
you have. 

I have listened to the general statement you gave. I listened to the 
questions and answers given, but, frankly, I am just a little disap- 
pointed. Maybe I expected too much. With the amount of build-up 
that was given you maybe I expected you to do miracles and you are 
not able to, but in the 7 months you have been in office, just what 
progress has been made? What have you actually done in the way 
of concrete things where we can put our finger on them and see some 
benefit to the taxpayers? 

Mrs. RosenserG. Do you want me to give you a report, Congress- 
man, on what I have done in every part dmy job, or just on this par- 
ticular phase of it? 

Mr. Scrivner. In a general way as it relates to the reduction of 
manpower, better use of manpower, or whatever it is, just give us an 
idea of what steps you have taken, just give us an over-all résumé of 
what actual accomplishments you have brought about. 

(The following information was submitted for the record :) 


ACCOMPLISHMENTS OF THE ASSISTANT SECRETARY OF DEFENSE (MANPOWER 
AND PERSONNEL) DuRING THE PERIOD DECEMBER 1950 To Date 


In answering your question, I believe that certain documents related to our 
activities during the past 7 months would be more informative and helpful than 
&@ personal statement. 

One of our earliest activities was participation in the development of a national 
manpower mobilization policy, which was promulgated by the President January 
17, 1951. For the record I submit memorandum of the Secretary of Defense 
regarding implementation of the national manpower mobilization policy, dated 
February 1, 1951, transmitting the President's memorandum of January 17 and 
the national manpower mobilization policy. 

You gentlemen are undoubtedly familiar with the presentations by the Depart- 
ment of Defense before the Senate Preparedness Subcommittee and the House 
Armed Services Committee concerning the proposals which finally resulted in 
the passage of the Universal Military Training and Service Act of 1951. These 
presentations occupied us during the period January into April of 1951. 
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Simultaneously, the Department of Defense developed an improved program 
for the call-up of Reserves and, as well, both policy and program for the release 
of involuntary reservists as soon as practicable. 

During the same period we established a plan for qualitative distribution of 
military manpower, aimed at the equitable distribution of manpower amongst 
the services. For the record, I submit announcement of the plan by the Secre- 
tary of Defense dated April 10, 1951; directive by the Secretary of Defense dated 
April 2, 1951, ‘Qualitative Distribution of Military Manpower’; directive by 
the Secretary of Defense dated June 30, 1951, modifying the distribution pursu- 
ant to the provisions of the Universal Military Training and Service Act of 1951; 
directive of the Secretary of Defense, dated July 2, 1951, concerning the admin- 
istration of qualitative distribution of military manpower and the establishment 
of Armed Forces examining stations. 

As the basis for development of improved legislation relating to the Reserve 
forces, we developed ‘“‘Department of Defense policies relating to the Reserve 
forces,’’ approved by the Secretary of Defense April! 6, 1951, and submitted for the 
record. There followed from this policy statement the proposed Armed Forces 
Reserve Act now pending before the Congress. 

In fulfilling our responsibilities for the establishment of manpower and personnel 
controls in the Department of Defense, we submitted a report to the President 
dated May 22, 1951, ‘‘Manpower and Personnel Controls in the Department of 
Defense,’’ which report is submitted for the record. 

An example of service implementation of our May 22 report is the ‘“‘Interim plan 
for the improvement of manpower management within the Navy,’ dated June 8, 
1951, and submitted for the record. Ina letter dated June 18, 1951, the Director 
of the Bureau of the Budget transmitted the President’s comments upon our May 
22 report, indicating general approval and requesting first-hand observations and 
evaluation of service implementation of manpower management policies. 

Pursuant to these actions our Office instituted manpower utilization surveys at 
three stations, one each of Army, Navy, and Air Force. The first phase of these 
surveys has been initiated and we expect will provide a basis for more effective 
service activities dlong this line and the further development of OSD and service 
joint review activities. 

Submitted for the record is an excerpt from Senate Report No. 438, Small Busi- 
ness Manpower Problems—report of the Select Committee on Small Business, 
United States Senate, on industrial manpower, dated June 18, 1951. 

Page 7: ‘‘These hearings on manpower problems as they affect small business 
did not appear to indicate any present need for legislative recommendations or 
action. They did, however, underscore the necessity for a closer following of the 
President’s January directive. It is encouraging to note, since the conclusion of 
these hearings, the bulletin issued by the Assistant Secretary of Defense for Man- 
power and Personnel, Manpower and Personnel Controls in the Department of 
Defense. Chapter III of that bulletin is entitled ‘Policies and Objectives for 
Improved Manpower Management Controls.’ It is reprinted here because it 
shows that now a real effort is being made to utilize effectively the available man- 
power.” 


POLICIES AND OBJECTIVES FOR IMPROVED MANPOWER MANAGEMENT CONTROLS 


1, The experience of recent months in the Department of Defense has been 
crystallized in the following policies and objectives. They are designed to insure 
that the manpower needs of the Department of Defense are no more than are re- 
quired to do the job and to see that the abilities and skills of individuals are fully 
used. They also consider using women, the phvsically handicapped, and minority 
groups in accord with the national manpower mobilization policy announced by 
the President on January 17, 1951. 

2. Each service will be responsible for effective manpower management within 
its own sphere. The Assistant Secretary of Defense (manpower and personnel) 
is responsible for over-all management of manpower within the Department of 
Defense. Basic policies, objectives, and guidance will be provided the services, 
after securing the service viewpoint, to guide them in carrying out Department 
of Defense objectives. 

3. The basic policies are— 

(a) The size of the Armed Forces will be adjusted to the minimum required to 
neat the strategic plans and state of readiness approved by the Joint Chiefs of 

staff. 

(b) The services will implement the manpower policies of the Department of 
Defense and will be responsible for results. 
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(c) The greatest care will be exercised to assure that the supply of persons 
possessing critical skills will be distributed among the services in a manner which 
will contribute most to the military program of the Nation. 

(d) Military personnel requirements will be met by using women, limited- 
service personnel, and minority groups to the extent that they can be used effec- 
tively and in consideration of the size of force and other factors related to required 
state of readiness. 

(e) Department of Defense needs for civilian personnel will be met in aceord 
with the President’s national manpower mobilization policy. 

4. The operating plan of the Department of Defense for improved manpower 
control has the following objectiv es: 

(a) To provide the services improved guidance on which manpower require- 
ments, both for quality and quantity, can be stated. 

(b) 'To integrate the manpower aspects of programs initiated in the Joint 
Chiefs of Staff, the Assistant Secretary (Comptroller, OSD), and the Munitions 
Board. 

(c) To insure that each service has a systematic and effective procedure for 
making estimates of minimum manpower required to execute strategic plans, for 
keeping manpower in balance as programs change, and for using each person in 
the capacity in which he can contribute most. Service programs must provide— 

(1) Centralized responsibility for manpower control, both military and 
civilian. 

(2) Standards for determining the minimum number of people, military 
and civilian, needed for the forces to fight under strategic plans. 

(3) A continuing procedure for keeping the use of manpower in balance 
with changes in plan. 

(4) A procedure for stimulating progressive improvement in the placement 
and use of individual skills. 

(d) To review the manpower requirements of the Department of Defense to 
assure that they are no greater than necessary, to keep them in balance with 
changes in plan, and to see that they are in accord with the policies and guidance 
of the Department of Defense. 

(e) To allocate manpower to the services according to approved plans and 
policies. 

(f) To review the use of manpower allocated to the services to see that it is in 
accord with approved plans and conforms to policies of the Department of Defense. 

(g) To encourage improvements in manpower management within the Depart- 
ment of Defense by identifying outstanding improvements within any service 
and bringing them to the attention of others within the Department. 

(h) To initiate such corrective action as may be necessary to improve the use 
of manpower within the Department of Defense. 


CONCLUSIONS AND RECOMMENDATIONS 


Current additional review of Department of Defense reports to the President 
and Bureau of the Budget has been initiated in a letter to the military depart- 
ments, dated July 14, 1951, and submitted for the record. 

Mrs. Rosenspera. Well, if I can talk off the record on anything— 
not by way of any criticism of anyone. 

(Discussion off the record.) 

Mrs. RosenserG. The reason I was brought in here by General 
Marshall was because of the fact that there was a realization that we 
had no structure on which to build a sound manpower structure. 

I think the first thing that we have done to reduce costs and have 
better utilization of manpower is our Universal Service Training Act, 
on which we worked and worked very hard, and also the Reserve Act 
which Congressman Brooks is going to hold hearings on. Say our 
estimate of the cost of a man every year is over $10,000, the cost of a 
reservist will be around six-hundred-and-some dollars. We hope to 
build up a sound Reserve system we can count on, and we are going to 
reduce thereby the over-all cost to the taxpayers. As a matter of 
fact, we are going to be able not only to build up, but to maintain that 
strength. We think economically it is possible. I feel that we have 
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done something on that in better utilization of manpower and in 
saving money for the taxpayers. 


SOURCE OF ADDITIONAL ARMY DIVISIONS 


I told you, I think, before, Congressman that out of the same num- 
ber of men, the same end strength in the Army, we will now have from 
two to three additional divisions. I think that that is an example of 
saving manpower. 

Mr. Scrivner. I recall when you said that. 

Mrs. RosenserG. Yes. 

Mr. Scrivner. I was going to ask you about that a little later. 
That is really quite an interesting statement. How is that going to 
be done; how are you going to get your manpower for two or three 
extra divisions out of the proposed number of military men? Of 
course, that is military manpower. 

Mrs. RosenrerGc. We have worked with Secretary Pace and Gen- 
eral Collins, and every time I say we are going to do it, I hope you 
realize, gentlemen, that we could not do it unless the services were as 
cooperative as they are, and they are fully cooperative in every way. 
We have reduced the number of men needed in certain categories so 
that they can be put into combat divisions. 

Mr. Scrivner. All right now; what categories? 

Mrs. Roseneera. I| think I would like to give you a breakdown on 
that, if I may. We have charts showing where we have gotten those 
men, and I would be very glad to give them to you, Mr. Scrivner. 

It cuts down our famous divisional slice which we have talked 
about so much, and then they are able to do with less men in certain 
areas so that they can go actually into a division. This means we 
are not calling in as many additional men as would have been needed, 
and we are forming new divisions. 

(The following additional statement was provided: ) 

1. The 18-division Army currently being budgeted for was based in part on 
the following assumptions: 

(a) Build up as rapidly as possible. 

(b) Level off the input to the replacement training centers. 

(c) Maintain the effectiveness of the Army. 

(d) Rotation of personnel from Korea. 

(e) Have trained repacements available and in organizations prior to release 
of Reserve component personnel. 

(f) Provide personnel in time for the development of that degree of readiness 
which will permit forces in being by the end of fiscal year 1952 to be effectively 
manned, trained, and ready for combat. 

2. Having two or three more divisions will make it necessary to gradually 
phase into the new units the personnel trained for the purpose of carrying out 
the objectives stated in subparagraph 1 (d) and (e), above. Providing the war 
ends, combat losses will be an additional category of personnel for which replace- 
ments will no longer be needed. 

3. Other efforts, such as replacing military personnel by civilians, reducing 
organization table authorizations, and organizing units at reduced strengths will 
continue in order to facilitate the program. 

4. The net result will be the minimum organized force considered essential 
at reduced strength in some respects, but capable of attaining combat effectiveness 
rapidly. 

(Additional classified information has been provided the committee 
separately.) 
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CONSOLIDATION OF MANPOWER ACTIVITIES 


When I first came in Congressman Vinson said that we had 115 
different places where manpower was being handled. I found at least 
115 places, if not more. 

By asking each service to designate one person who was responsible 
both for civilian and military manpower in a service we have reduced 
the number of people who are handling the problem of manpower 
very substantially. We have reduced the amount of paper work and 
the number of copies made. 

Secretary Kimball conducted a study of the Navy program which 
cut into the area of not only traditions, but of customs of many years 
and was able to coordinate them. 

Mr. Kimpauu. We pulled the loose ends together. 

Mrs. RosenBerG. Yes, pulled the loose ends together, and I think 
you did a very fine job, as have the other services. 

When I came in, Mr. Scrivner, there was already a budget given 
for the year. Everybody had a right to fill all the places within that 
budget, and they could hire the number of people for whom they had 
the money. 

Mr. Scrivner. You are speaking now of the 1952 budget? 

Mrs. Rosensera. No, sir, | am speaking of the budget from which 
we have actually cut people. 

Mr. Scrivner. 1951. 

Mrs. Rosenpere. The 1951 budget from which we actually cut 
people. 

Mr. Scrivner. All right. 

Mrs. Rosensera. | do not have to tell you that it is much more 
difficult to stop people from doing something which they had a right 
to do, and which they had been doing for a number of years, hiring 
people according to the number of dollars they had, than it is to lay 
down a course in the beginning and get them to follow it. 


INSTITUTION OF CEILINGS 


We instituted ceilings. We stopped them right where they were, 
and then asked them for justifications for any additional number of 
employees. Thereby we have already reduced the number of civilian 
employees during a time of build-up, 50,000 less than they actually 
planned on, and that is during a time, remember, when additional 
responsibilities were taken by the Department and by the services. 

We have instituted an entirely new system of handling requests for 
personnel, both military and civilian. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Scrivner. We actually did not reduce the manpower, but we 
did not add quite as many. That is what it actually amounted to. 
We added 50,000 fewer than the budget estimate called for last year; 
that is what it actually was. 

Mrs. Rosensera. Yes, sir; and accomplished additional work for 
which we would have had to have more money. 

Mr. Scrivner. Now, did you apply that 50,000—we will call it a 
reduction—to the 1952 budget? 

Mrs. Rosensera. Congressman, I said I did not participate in the 
planning of this budget. Every service plans its own budget. Prior 
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to ‘any cuts Mr. Lovett held budget hearings, and put in severe cuts 
before you got the budget, but now when you grant funds there will 
be no manpower allowed without careful scrutiny of the request, 
whether it is military or civilian, and we put in the kind of a system 
that will not hold up the operation. I need not tell you that there is 
a very serious chance that every time you want to reduce or hold it up 
you are taking a chance of perhaps endangering the operation. I think 
that we have a method devised now where I feel certain we will not 
endanger any operations, and we will be able to control both the 
reqneays for manpower and the allocation of manpower and the proper 
utilization of it. 
MANAGEMENT DIVISION 


Mr. Scrivner. Would it come within your purview to analyze 
some of the activities, namely, to determine whether or not they 
could be smaller, and whether some of them might not be eliminated 
altogether, or whether they might be done in a quicker and in a 
simpler way with less red tape and things of that kind? 

Mrs. RosenBerG. We have a Management Division, and I am 
working very closely with them, sir. For instance, I started by 
eliminating a number of the carbon copies made of my own mail 
which I thought were wholly unnecessary, and we are having a 
study made now of more expeditiously handling mail so that it does 
not have to go through as many hands and can be handled quicker. 

Mr. Scrivner. Of course, we will have to wait for the future for 
some of these things really to get to the point where there is con- 
crete evidence of the results of the operation. 

Mrs. RosenBeERG. Yes, as to some of them, but some of them have 
already shown good results. 


RETIRED PERSONNEL CALLED TO ACTIVE DUTY 


Mr. Scrivner. Now, Mr. Sheppard asked you for information 
relative to the number of military personnel on retirement called 
back into active duty. At the same time that is furnished, I think 
it would be interesting to know how many military personnel have 
retired during the past year for reasons other than disability. I am 
talking about some of them who may have arrived at the age of 62, 
some of them who may have had 20 years’ service or 30 years’ service, 
and, if there is any information on it, what those retired personnel 
are doing now. : 

Mrs. Rosensera. I do not think they have been permitted t 
retire, is that right, General? Do you know? 

Colonel Perman. They have been permitted to retire. 

Mrs. Rosensera. They have been permitted to retire? 

Colonel PrrMan. Yes. 

Mr. Scrivner. If this situation is critical we need the best experi- 
enced men we have, and those are the men who have had their training, 
and have had their military service, who are experienced now and who 
have proven themselves. If it is this serious we need their services. 
You are paying them so much on retirement now, so the only addi- 
tional cost involved is the difference between their retired pay and 
active duty pay which, in most cases, will be far less than bringing in 
some civilian or some other person to do the job. 
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Mrs. Rosenserea. There are certain statutory requirements which 
must be met. You are talking of those who do not meet the statutory 
requirements, is that right? 

Mr. Scrivner. No; this is permissive. In other words, if a man has 
been in the service for 20 years he can retire on a certain amount, and 
if he has been in the service for 30 years he can retire on a certain 
amount. 

Mrs. Rosensera. That is right. 

Mr. Scrivner. He can retire when he reaches the age of 62. 

Mrs. Rosenser@. That is what I call statutory. I thought you 
meant outside of those. All right, I will get that for you. 

Mr. Scrivner. What I was thinking about was where a man was 
not compelled to retire. I mean voluntary retirement. 

Mr. Manon. Supply that for the record, please. 

Mrs. RosENBERG. Yes. 

(The following information was submitted for the record:) 


Number of military personnel retired during the past year for reasons other than 
physical disability and statutory age retirement 
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Number of retired military personnel called back to service during the past year 


Total DOD 
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No data are available to indicate the number of retired military personnel who 
are physically able to carry out office functions. To obtain such data would require 
an individual questionnaire to each retired person. The answers would be of 


doubtful validity, and such a survey would be expensive and require considerable 
time and effort. 


Mr. Scrivner. There are many things which your thought-provok- 
ing presentation has brought up, and many questions have been raised 
in my mind, but in view of the lateness of the hour, I feel that I will 
waive any further questions, Mr. Chairman. 


, SAVINGS IN 1951 FUNDS 


Colonel Perman. Mr. Scrivner, may I clarify one point that Mrs. 
Rosenberg brought up? 

Mr. Scrivner. Yes, sir. 

Colonel PerMan. You remember during the appearance of the Army 
before this committee I pointed out that as a result of the controls 
established by the Secretary of Defense and the very careful reviews 
and scrutinies that were made we had not reached our estimated end 
strength. 

Mr. Scrivner. That is right; I recall that. 

Colonel Perman. And for that particular reason we submitted for 
the committee’s consideration a possible reduction and proposed sav- 
ing of $38,441,000. 

Mr. Scrivner. Yes; I recall that. Of course, we know on this side 
of the table that these presentations are based on estimates. 
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ch § tolonel PerMaNn. Yes, sir. 
ry § Mr. Scrivner. And many times you have to start your requests 14, 
' 16, or 18 months ahead of the end of the fiscal year. 
as Colonel Perman. Yes, sir. 
nd { Mr. Scrivner. Therefore, that was one reason I asked the question 
in — asto whether or not some of these savings that transpired might not be 
_ applied to this estimate which was started long before Korea, many 
' months ago, and has been built up since. That is the reason I asked 
- the question as to whether they had been applied to the 1952 budget. 
ou Mr. Manon. Why can you not supply that for the record? 
s Mrs. Rosenserea. We will do that. 
as § (The matter referred to will be provided the committee later.) 
4 Mr. Manon. Are you through? 
: Mr..ScrivNer. Yes. 
a Mr. Manon. Off the record. 
(Discussion off the record.) 
‘in Mr. Manon. I want to say that we are pleased that you did not 
utilize all of the civilian personnel which you had requested for each 
; pressing emergency for which we provided the funds. 
a5 j I want it understood that Congress does not want the Defense 
91 | Establishment to obligate or spend money if it develops after they get 


52 §£ the money that they can save that money. I sometimes think I can 
32 detect a twinkle in the eyes of witnesses when they say to us we have 
obligated 994499 percent of the money which was allotted to us. 
What you need to do is ask for a minimum amount of money and then 
06 §— save some of that amount if you possibly can and be able to show in 
a all categories, if possible, that you did not spend al) of the money 
7 obligated. I wish that principle could be burned into the conscious- 
"6 ' ness of all the people in the Services. I believe certainly the top people 
understand it, but I still think there is some misunderstanding about it. 
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of UTILIZATION OF PERSONNEL IN PENTAGON 
ble : 

Now, with respect to civilian personnel, I dare say that if vou had 
k- a vote in Congress as to whether or not it was the sense of Congress 
ed - that you could reduce by 25 percent the military and civilian personnel 
ill in the Pentagon Building the vote would be almost unanimous that 


such a reduction could be made. 

I sent you a letter some time ago, sending you a newspaper article 
from a lady who claimed that she was over there from 9 o’clock in the 
morning until 4 o’clock in the afternoon and saw little evidence of 
rs. activity while she was there. 

This was a distorted article, and unworthy of serious consideration, 
but I am trying to make the point that the feeling is widespread that 





ny § we need better utilization of manpower in the Pentagon. I would 
ols like to have you show what you are doing toward the better utiliza- 
Ws tion of manpower in the Pentagon Building, and I would like to have 
nd § you show how well the manpower, military and civilian, is now being 


utilized in the Pentagon Building. 
Will you provide that information for us? 


for Mrs. Rosensera. Yes, sir; I shall be glad to. 
\V- Mr. Manon. All right. 


(The matter referred to will be provided the committee later.) 
de 
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AVERAGE PAY OF WORKERS 


Mr. Manon. How many of the approximately 350,000 new civilians 
requested in the fiscal year 1952 budget would be white-collar workers, 
and how many of them would be industrial workers, or blue-collar 
workers, and what would be the approximate pay of each kind of 
worker, that is, the average pay? 

Mrs. Rosenserc. We will provide that, sir. 

(The matter referred to is as follows:) 


Comparison of estimated number of employees paid from regular and military appro- 
priations on June 30, 1952, and June 80, 1951 





| Total White collar | Blue collar 





June 30, 1952 LER ah nateyibebdinnsonineeehedenmaseere 1, 443, 445 545, 558 897, 887 
June 30, 1951 | 1, 179, 642 443, 714 735, 928 


Increase, 1952 over 1951 263, 803 101, 844 161, 959 














Approximate average payment for salaries for each service and Office of the Secretary 
of Defense 


Above average salaries except for Office of the Secretary of Defense include 
pay for extra day and payments above basic rates. 

Mr. Manon. Now, Colonel Perman has just made the statement 
that in view of the fact that the Army had fewer installations aboard 
on June 30 than had been anticipated that there would be a consequent 
reduction in the fiscal year 1952 requirement. Of all the services the 
Air Force first came through with figures to show what reductions 
can be made in the fiscal year 1952 bill because you just do not have 
the people on the payroll as of July 1 that you thought you would 
have when you wrote up the budget. Now, the Navy has not come 
through with the figures. Will you put those figures in, Mr. Kimball, 
within at least a couple of days? 

Mr. KimBa.t. Yes, sir. 

Mr. Manon. If there are any reductions that can be made by 
reason of such things as I have mentioned, have those ready for us so 
that we can do that job with little difficulty. 

Mr. Kimpauu. I think we are fairly close to our planned figure. 

Mr. Manon. Furnish that information for the record, please. 

Mr. Kimpa.t. Yes, sir. 

(The information requested was not submitted in time for inclusion 
in the hearings.) 

Mrs. RosenserG. The Navy was closer to those planned figures, 
both in civilian and military manpower than any other service. You 
were only about 1,500 or some short in your military. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Manon. Mrs. Rosenberg, I want to thank you and the others 
from the Department of Defense who have been so kind in helping 
us to consider a very serious problem, one which is serious to the 
Congress and to the Military Establishment. 

Mrs. RosenserG. Thank you very much. 
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WeEDNEsDAY, JuLy 18, 1951. 


CurRRENT Status oF MiLitary PLANNING 
WITNESS 
HON. GEORGE CATLETT MARSHALL, SECRETARY OF DEFENSE 


Mr. Manon. Gentlemen, we have called this special session to 
hear General Marshall and General Bradley. 

General Marshall, of course, we would like to visit with you and 
have a statement from you, and then we can take General Bradley, 
and thereby we will not hold both of you here throughout the hearings. 

We began hearings on the 1952 military budget shortly after the 
budget was presented to us. We began hearings early in May. I 
think we have had about 11 weeks of hearings, at least this is the 
eleventh week. We finish the hearings this afternoon. 

You were busily engaged on the Senate side at the time we started, 
otherwise we would have had the pleasure of having you before us 
earlier. We did have the privilege of hearing a statement from 
General Bradley at that time, but we did not complete, and will hear 
him again. 

Of course, this is a tremendous budget, General Marshall, in the 
neighborhood of $60 billion. The taxpayers are impatient about the 
ever-increasing costs to the Government, the high taxes, and yet 
with the disturbed world conditions they want to be adequately 
prepared for what might hit us as a nation in a troubled world. 

There is much feeling among the people generally and among the 
Members of Congress that the military people do not conserve man- 
power and dollars as well as they should; in other words, that some 
of the appropriation to the military does not buy the maximum of 
defense. Of course we are anxious to get a dollar’s worth of defense 
for every dollar spent, and I am sure that represents your views. 


EFFECT OF DEVELOPMENTS IN KOREA ON 1952 BUDGET 


Now, another thing that has come into the picture has been the 
developments in Korea. The question will be asked on the floor by 
Members of Congress and by the American people, of course, as to 
what impact should the recent turn of events have on this military 
program? In other words, can we now assume that our build-up 
could proceed at a slower pace? I do not think any thoughtful 
American, in view of the prospect which will be facing us because of 
the world picture, could think that we could let down our guards and 
— our military forces. That is not in the picture. We realize 
that. 

But, can we stretch out our efforts over a longer period of time, 
particularly some of our procurements? For example, the Army has 
come in and asked for ordnance to the tune of $8.5 billion. That is 
a tremendous figure. 

Now, could we proceed on that at a rate, say, instead of $8 billion, 
at a rate of $5 billion or $6 billion or $4 billion? In other words, phase 
this procurement out over a longer period of time. Is that practial? 

In view of the turn of events in the Korean War, should we restudy 
the emphasis which is to be placed on the defense program and perhaps 
reshape this budget to some extent? 
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We want to have confidence, when we take this budget to the floor, 
that when we are asked by Members of Congress whether we need such 
a large budget, that we can tell them it is needed and why. 

Another thing, when we take the bill to the floor we want to be in 
position to assure our colleagues that this money is needed and is 
needed now and we do not want to be in the position of having the 
Defense Department come back a little later and say “We have 
reoriented ourselves in the light of developments in Korea; we have 
changed the program; we do not need all of this money which the 
bill provides,” 

Of course, we would be happy if that sort of thing could develop, 
with complete safety and security to the Nation, but the point we 
want to make is that we need a realistic view of this whole thing; 
and, I would like to say this before I stop these remarks: 

If you change the views which you express this afternoon, prior to 
the time we bring this bill to the floor for consideration, and if you 
determine upon a reshifting of the program or reduction in the pro- 
gram, will you make known to the committee your decision on that 
matter in time for us to take advantage of the decision which you 
might have made? 

Against that background of remarks which I think represents 
generally the thinking of the members of the committee, we would 
like for you just to tell us what you think of the present situation. 

Secretary Marsuautu. Mr. Chairman, in the first place, I see no 
reduction. I might say this, that I think it is quite possible that 
when the final determination is made—the final decision, in October— 
that we will possibly be involved in approaching the Congress for 
certain increases, particularly for 1953 and 1954. 

I regard this appropriation bill in a very considerable measure as 
a major capital investment, in contrast with the maintenance items 
concerning pay, uniforms, and items of that character. I look at it 
in a sense that it is a capital investment which will not require replace- 
ments for quite a period of years, varying for example, with three 
vears on pursuit planes, 6 years on the types of larger planes, and 
8 years for most of the tanks. 

Of course, it does involve continued maintenance charges against 
the items that are not held in storage. 

I think I can best explain my own reaction to this by stating that 
I have been deeply concerned over what I have read in the press and 
what I have heard over the radio in regard to the fears expressed as to 
the Korean armistice being a Communist trap, involving some clever 
procedure, which will react seriously to our disadvantage. I regard 
Korea, except for the tragedy of the casualties, I regard the Korean 
affair—except for those tragedies—as an incident in the world situa- 
tion, and I am distressed and deeply concerned at this talk about the 
trap or the clever procedure that may be facing us in Korea; because 
I think the trap and the cleverness are entirely on the part of the 
Soviet Government, addressed to the world situation. 

It is most distressing that by a single speech, they, the Soviets, could 
develop an attitude of relaxation, of a let-down in our defense program 
on the part of the American people. It is tragic that we should be so 
susceptible to propaganda, that a single speech would create a state 
of mind that can very seriously react to our disadvantage in the world 
picture. 
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That is the trap, that is the cleverness and the ready response to it 
in America is tragic. We should not change our whole procedure every 
time the Kremlin decides on some new front. That, to my mind, is 
distressingly serious, because with so little effort they have accom- 
plished so much to our great disadvantage. The fact that witbin a 
few days after Malik’s speech, we should have calls on the selective- 
service Offices from men inquiring as to whether or not they should 
now report is indicative. It is more serious to have Reserve officers, 
who should know better, should be better informed than these 
younger fellows, write to the War Department asking whether the 
Department still wants them to report. 


SOUNDNESS OF 1952 BUDGET 


I think in a sense that answers the questions as to this particular 
appropriation bill, except as to specific items contained in the esti- 
mate, with which you may disagree. We have tried very hard in the 
preparation of these estimates—particularly Mr. Lovett and his 
immediate assistants—to go through it with extreme care, to eliminate 
the unnecessary, and to make certain that the estimates are on a very 
solid basis; and have also tried to avoid those small things like the 
question of “can openers” which are essential but which detract from 
an understanding of our basic requirements, in relation to a $60 billion 


bill. 


INTENTIONS OF SOVIETS IN KOREA 


Mr. Cannon. When, General Marshall, do you think it will be 
unquestionably evident as to what the real intention of the Soviets is? 

Secretary MarsHatu. That is a very hard question to answer, Mr. 
Cannon. I think it will be quite a period of time; it will take time to 
rove good faith, which involves a rather lengthy procedure. Just 
1oW soon we can reach a correct conclusion with respect to the Soviet, 
in view of our past experiences, is something that each of us has to 
decide for himself, having in mind the previous. record of frustration, 
disruption and complete ignoring at times of even the minor relation- 
ships in international procedure. 


FUTURE COURSE ADVISED 


To my mind the important thing now is that we appear before the 
world as determined, implacably determined, to get ourselves in such 
a strong position that the Kremlin will not dare to upset the peace of 
the world. 

There are deterrents at the present time, particularly atomic, and 
it is a debatable question as to how long that will act as a deterrent, 
but I think that a determination to go ahead is most imperative and 
will be an impressive factor. We should not suspend our efforts 
merely at the call of the Soviet Government. 

Such a program takes a long time; much lead time is involved, and 
as I said, a large part of this budget represents materials that really 
are a capital investment. 
~ If you will recall, when I came up even in November and December, 
on the 1951 appropriation bill, I found considerable disagreement with 
many among the Members of Congress, and I think members of the 
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committee, who thought I was asking for far too little. I was com- 
pletely opposed to going all-out at that time. I thought such recom- 
mendations were more of an emotional reaction because of our diffi- 
culties in Korea. I am now satisfied that I was right. 

Mr. Manon. I might say you probably have reference to another 
committee rather than this committee, with respect to the method of 
build-up, but I know there was a lot of impatience and uncertainty on 
the Hill with your unwillingness to call for unrealistic forces. 

Secretary MarsHatit. My thought on that, Mr. Chairman, was 
that we must do this tremendous business in an orderly manner, and 
that if we over-extended ourselves we would get ourselves in a very 
weak position. I feel that we did hit a pretty good pace at that time. 
I feel that attitude has been confirmed today. 

There are things we can still do within the appropriation to a large 
extent which are administrative procedures, in order to increase the 
number of divisions without calling up additional men, and build up 
the naval arm in certain specialized lines with no increase, or a 
minimum increase, in men. 

We have larger considerations in connection with the air, but we 
will lose nothing, I believe, by waiting until October to reach a firm 
conclusion in that matter. The issue to my mind is that we must be 
able and determined to build up the strength and not be wobbling 
back and forth at every dictation of the Kremlin. 


EFFECT OF CESSATION OF HOSTILITIES IN KOREA 


Now, specifically as to the termination of hostilities in Korea: 
That would have certain immediate effects on the pipeline; we would 


have to maintain certain efforts, but they would be somewhat re- 
duced. While the reduction in the number of men sent out would 
immediately build up the availability for creating divisions which we 
want, from that point of view, it just helps us to go ahead with the 
program a little more rapidly. 

The cessation of hostilities and of the demand on replacement 
armament, particularly of material involved in campaigns, would 
enable us to go forward more rapidly with our commitments for 
European rearmament. We have had to cut back on some of them 
in the face of Korea. In other words, cessation of hostilities in Korea 
would enable us to do more rapidly some of the things that we are 
scheduled to do and have been forced to slow up because of conditions 
in the Korean area. 

Now, as to troops, a great deal is still to be desired. Assuming we 
get the armistice, and assuming that within reason we get. a political 
agreement, as to the future relations in Korea, and matters in the 
Far East, we have yet the decision to make as to when we might reduce, 
for instance, the Japanese garrison, or how the deployment of troops 
to the Far East might be adjusted. 

In other words, the main effect of the cessation of hostilities, aside 
from the terrific casualty lists, would be to make it possible for us to 
proceed in a more orderly manner toward building up our over-all 
program. 

I think that just about covers my discussion of most of the points 
that you mentioned, Mr. Chairman. 
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Mr. Manon. We have devoted many hours and days to the con- 
sideration of the budget, and we do not need to talk about that now, 
because we have been going over those matters in great detail. 


NO REDUCTION IN MILITARY PERSONNEL RECOMMENDED 


Do I understand you to say that, in your judgment, regardless of 
developments in Korea, a minimum force of about 3,500,000 should 
still be firm, and that we should not reduce the military matériel? 

Secretary Marsuauu. That is it exactly. 

Mr. Manon. With respect to about 45 percent of this budget, 
which is for procurement—I spoke of Army Ordnance, and we can 
speak of many other types of military hardware—with respect to 
those things should we taper off or should we proceed along the basis 
which has been presented to us? 

Secretary MarsHauu. I am firm in my conviction you should 
proceed along the basis which has been presented to you. 

You made one comment, Mr. Chairman, which I did not speak 
about, that is, the taxpayers—which naturally concerns me and all 
of us a great deal. I was particularly interested in an inquiry this 
morning from, I think, Mr. McNeil. 

(Off-the-record discussion.) 


POSSIBLE REDUCTION IN 1952 BILL 


Mr. Manon. In view of the temper of Congress and the desire for 
reducing appropriations, if some reduction is to be made in the 
military budget, in your opinion which one of the services is best 
prepared to accept a reduction—which is now in best position to 
perform in the event of an all-out war within the near future, say 
within the next 2 years? 

In other words, in what area, regardless of the service—and I do not 
wish to put you on the spot with respect to any of them—in what 
area, perhaps, could we slow down, reduce the cost? And you say 
we do not want to reduce the number of men in the Army, Navy, and 
Air Force. Of course, we have got to pay them, we have got to feed 
them, and we have got to clothe them; so where do we get to some 
place where a reduction might be made with the least injury to the 
national defense needs? 

Secretary Marsuauu. I would not want to try to answer that 
question off the cuff without conferring with the Chiefs of Staff. 

You will recall that the budget has had considerable screening. 
For example, you know it started off with $104 billion, and then got 
to $48 billion, and then moved back up to $60 billion. 

Mr. Manon. I realize that. 


NUMBER OF CIVILIAN EMPLOYEES 


Mr. Manon. Here is something that concerns us; there is a popular 
view in and out of Congress that military people use too many civilian 
employees; that we have the proposition in this budget to have 
1,500,000 civilian employees in fiscal 1952. In this budget there is 
a request for approximately 260,000 additional civilian employees, 
bringing the totai to 1,500,000. 
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Now it is true that some of them will be the so-called blue-collar 
workers, working in ordnance plants and places of that kind, but it 
would be almost like throwing a dash of cold water in the face of 
Members of the House to say, gentlemen, we have got a bill which 
provides for an additional 263,000 civilian employees for the military 
department. You get what I mean? 

Secretary MARSHALL. Yes. 

Mr. Manon. What is the answer to the feeiing that you are over- 
doing this business of civilian employees? I realize you are not 
definitely in that picture. 

Secretary MarsHauu. Well, I am. 

Mr. Manon. What is your reaction to it? 

Secretary MarsHauu. My first reaction is the question whether we 
let the soldiers or the civilians do some of the work. We have tried 
at every point to see how we could get a proper balance between the 
two. I checked up and I found that we had scheduled, I think, 
50,000 less civilians than the budget provides for. 

Mr. Taser. On the other hand you were 142,000 below the figures 
that were given to us as the budget estimate of what the figures would 
be on June 30. 

Secretary MarsHALL. The only point I can give was this reduction 
of 50,000 in the planned build-up. 

Mr. Taser. On June 30, according to Mrs. Rosenberg, the figure 
was 142,000 below the figures that the budget has estimated, when 
they came up here. 

‘ So TrOny MarsHauu. Well, she has the actual figures. That is her 
eld. 


USE OF MILITARY MEN FOR SEMISKILLED WORK 


My. Manon. If the war in Korea should end, is there any resaon 
why some of these trained men, doing semiskilled work, when they 
return to this country, cannot they, in some cases, do some of the 
things these civilians are doing? There seem to be two sides to the 
picture. 

Secretary MarsHatu. In regard to that, I would say that the 
veterans that come back have been highly useful in connection with 
the developments in recent combat. 

So far as the question of soldiers in place of civilians, I think that is 
a question that the Congress would want to consider—to what extent 
we utilize the physically capable among the soldiers in certain grades 
for certain of the jobs. One very serious question is that of whom 
you want to do the job that has to be done. 

As to the combatant and career men, there are all sorts of jobs for 
them to do in order to improve their service. There is another factor, 
which I am not sufficiently well based on at the present time to go 
into, but there are certainly a number of these people that we have 
used as soldiers on certain jobs which are being taken over within 
the Department. 

On one side, of course, it cuts down on the number of civilians. 
So you have the two factors to consider. 

he men with the battle experience coming out of Korea have an 
important place. The more of them we get back here, the more 
effective is our training tempo. And we have to consider that in con- 
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nection with the long time that it takes us to get these National Guard 
divisions ready for combat. 

After the hostilities started in June, the National Guard divisions 
were brought in—in September—and, of course, selective service did 
not really begin to produce until November. Those latter men have 
not finished their training yet. That is the tragedy of time that we 
cannot continue to accept in the present international situation. 

We are trying now to build up all of our man factions in this country, 
particularly with the introduction of universal military traiming, with 
the most skillful instruction personnel that we can get, and that must 
come from the veteran. With these new divisions, it makes a great 
difference in the time of their availability, having these keymen con- 
ducting the training. I think you have to consider what it means to 
take, we will say, almost a year in order to get a division ready for 
combat. That is a very costly delay. 

I should like to give you this example off the record. 

(Statement off the record.) 

We are up against the same thing when it takes so long to get these 
divisions ready. And we reduce the cost materially if we can make 
very rapid development. These veterans who are coming back from 
Korea as instructors are very much involved in that. 


LIKELIHOOD OF ALL-OUT WAR 


Mr. Manon. Let me go to a much broader picture and then bring 
my interrogation to a conclusion. What is your considered judg- 
ment, General, as to the likelihood of a major war now as compared 
to 2 or 3 months ago? 

Secretary MarsHa.u. I would say that it is just about the same as 
2or 3 months ago. There has been a constant build-up in the Soviets 
and their satellites, of their military strength. Unfortunately we ‘do 
not know a great deal about it. 

Mr. Manon. The likelihood of an all-out war is still an ever-present 
consideration? 

Secretary MarsHa.t. [ think it is continuing and, from the view- 
point of the enemy’s build-up, it is increasing. 

(Statement off the record.) 


CESSATION OF HOSTILITIES IN KOREA 


Mr. Manon. General, when may we reasonably expect to know 
whether or not there will be a cessation, over a period of months, of 
the actual shooting war in Korea? 

Secretary MarsHauu. I do not know. I have been continually 
involved in these conferences and they are some of the most frustrating 
things that you can imagine. It would appear that the Communists 
very much want this armistice. On the other hand, they will act 
under instructions and might be implacable along certain lines, just as 
the recent prolonged effort that was made in Paris resulted in nothing. 
And there they were merely discussing the agenda. Here we are 
getting around to a decision for the agenda. The most critical factors 
have all to be decided thereafter. After that there is the execution of 
the armistice. Then follow the diplomatic decisions which would 
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involve the United Nations on the one side and the Communist group 
on the other. 

Mr. Manon. Would it be fair to say, then, that if we pass this bill 
through the House and the Senate during the next 6 weeks, we will not 
know during that period of time just what may result in Korea? 

Secretary MarsHauu. I do not think vou will know; sir. 

Mr. Manon. We hope to take this bill to the House by the 15th of 
August and pass it. 

Secretary MarsHauu. I should think it would be very helpful if 
you did act before any armistice comes to a final decision, because I 
think it will help us very much in getting the decision that we want. 
In other words, this bill is a declaration of determined intent, and that 
is the most helpful factor we can emphasize at the present time. 

Mr. Manon. Mr. Sheppard, have you any questions? 

Mr. Suepparp. In other words, General Marshall, it is your feeling 
that if this particular overture of peace was deliberately planned for 
strategic purposes, to lull us into a state of apathy, as it were, that the 
speedy enactment of this appropriation bill as a preparedness measure, 
would have a salutary effect? 

Secretary MarsHa.u. Exactly that, sir. 

Mr. Suepparp. As against taking the reverse position? 

Secretary MarsuHauu. Exactly that, sir. 

Mr. Suepparp. Personally, I am very well pleased with your state- 
ment. I think it would be one of the most tragic things in the world 
for this Nation to permit itself to get into the state of thinking that it 
was in at the cessation of World War II. If we had not been so fast 
in our disarmament then, perhaps we would not have so much of a 
bill to pay today. 

Secretary Marsa. I think, to repeat a little of what I have al- 
ready said, the most tragic fact is that in the way of public reaction we 
are so easily led by the nose. I do not think we ought to admit any 
such docile and dangerous tendency as that. 

Mr. Sixus. I have no questions at this time, Mr. Chairman. 

Mr. Ritey. Mr. Chairman, I agree with Mr. Sheppard. I think it 
would be a very dangerous thing for us to be lulled into a sense of 
security, especially at this stage of the game. 

I should like to ask Secretary Marshall one question which I think 
he will want to answer off the record. 

(Discussion off the record.) 

Mr. Manon. Have you any questions, Chairman Cannon? 

Mr. Cannon. I have no questions at this time. 

Mr. Taper. I do not think I have any questions at this time. 


ADEQUACY OF 1952 PROGRAM 


Mr. Wiccieswortu. I have two questions, Mr. Chairman, the 
first of which is for the record. Do I understand correctly, General, 
that the committee is to uriderstand from what you have said, that 
under all the existing circumstances you feel that the program repre- 
sented by the appropriation request now before us is the maximum 
program which it is advisable for us to undertake at this time? 

Secretary MarsHati. Not the maximum necessarily, sir. But I 
think it is the essential program at this time. On the question as to 
whether this item or that item is well- or ill-advised, so far as cost 





203 


estimates are concerned, and things of that sort, you have had many 
witnesses to testify regarding thereto. 

Mr. WiaGieswortu. So far as your own judgment is concerned, the 
program represented by the request before the committee is what you 
consider adequate under all the circumstances? 

Secretary MarsHatu. At the present time; yes, sir. 

(Discussion off the record.) 

Mr. Taser. General, is our position with reference to the Soviet 
getting to a point where the trend is more our way than it is their way? 

Secretary MarsHauu. We are still at a great disadvantage, but we 
are progressing more rapidly to strength than they are. Their fur- 
ther increases in ground strength will be limited. 

(Discussion off the record.) 

Mr. Manon. General Marshall, on behalf of the committee, I want 
to thank you for your appearance and your very helpful exposition 
of the situation. 

Secretary MarsHatu. Thank you very much, Mr. Chairman; and 
thank you, gentlemen. 


Wepnespay, Juty 18, 1951. 
Miuitary ProGRaM FoR 1952 


WITNESS 


GENERAL OF THE ARMY OMAR N. BRADLEY, CHAIRMAN OF THE 
JOINT CHIEFS OF STAFF 


GENERAL STATEMENT 


Mr. Manon. General Bradley, we should be pleased to have from 
you at this time a general statement on the budget for the Depart- 
ment of National Defense, for the fiscal year 1952 

General Braptey. Mr. Chairman and members of the committee, 
during the time that the Joint Chiefs of Staff have considered our needs 
for the fiscal year 1952, we have had the usual consideration of the 
long-range plans for our country’s security; we have seen the crystal- 
lization of planning in the North Atlantic Treaty Organization, includ- 
ing the establishment of a Supreme Command in Europe; and there 
has been the sharp impact of events in the Far East. These three 
factors have required a very critical strategic analysis by the Joint 
Chiefs of Staff. The result—the major force requirements set forth 
in this request—is probably the most studied opinion on our needs 
in the Armed Forces that the Defense Establishment could provide. 

We believe that our long-range defense measures must include: 
Forces in being to avert disaster and to retaliate in case we are at- 
tacked; and a mobilization machinery in the Armed Forces and in 
industry which can be thrown into high gear if we face an all-out war. 
Obviously, our long-range program must be within our national means; 
and it must be consistent with the attitudes of the American people 
toward their own defense. The American people have never main- 
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tained in peacetime and we are not asking now, forces in being large 
enough to win a major war. 


MILITARY OBJECTIVES 


In broad outline, the basic military objectives which have guided our 
strategic analysis are these: To build sufficient force as soon as 
practicable to act as a deterrent to further aggression; to createsufficient 
power to prevent disaster in the event war is forced upon us; to provide 
an immediate capability for quick and strong retaliation in case of an 
attack upon us; and, to produce a firm base upon which to build, as 
quickly as possible, that power necessary to assure victory should we be 
forced to engage in all-out conflict. These are our basic objectives— 
any provisions short of these would invite disaster. 

As the leader, and by far the strongest, of the free nations, the 
urgent requirement of the first objective—that of building sufficient 
force to deter further aggression—rests largely upon the United States. 
Our immediate concern in this undertaking is, of course, the support 
of our forces in Korea. For programing purposes of the services 
certain assumptions have been made regarding the scale of our Korean 
support and its duration. The validity of these assumptions is prob- 
lematical, but it is-hoped that the requirements for this operation will 
fall within the assumed limits. 

It has been pointed out by previous witnesses that in this defense 
budget we have, with certain exceptions, made no specific allowances 
for combat consumption rates during fiscal year 1952 for the Korean 
conflict. 

RESULT OF PEACE IN KOREA 


Because the cease-fire negotiations are underway at this time in 
Kaesong, many people believe that the possibility of an armistice will 
have a considerable effect on the amount of necessary expenditures 
for defense for fiscal year 1952. Perhaps it would be appropriate to 
discuss this possibility for a moment. 

We Americans believe in a peaceful world, and want peace in Korea 
as soon as possible. But the cease fire, and armistice that we so 
earnestly desire, may lead to our undoing, unless we take steps to 
prevent such undoing. 

For if peace in Korea means a let-down in defense, we have lost the 
time that our valiant soldiers, sailors, airmen, and marines—and our 
allies—have bought for us and other free nations. 

If peace in Korea means a let-down in production, we will be cutting 
back on weapons just as we have begun to modernize and properly 
arm our forces. 

And if peace in Korea means a let-down in our will and enthusiasm 
for adequate preparedness, we may be handing our future chances 
for freedom to those who wish to enslave us. 

We must realize that peace in Korea is not a promise of permanent 
peace throughout the world. The armistice out there in the Far East 
will meaa that the United Nations have met one more challenge, have 
won another tough engagement over oppression and tyranny. It will 
mean that we have a chance to be better prepared to meet any future 
challenge. We must make the most of the good chances that are 
offered us. 
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On the other hand, if we cannot reach agreement with the Com- 
munists in Korea, it will be obvious to everyone that the load has 
not been lightened, and the defense preparations must go on. 

Armistice or no armistice, then, we must be prepared for the next 
challenge; and we must continue to pursue that first objective I 
mentioned before—building sufficient forces to deter further aggres- 
sion. In addition to our own defenses, we must assist in the provision 
of those additional forces which, in concert on a global basis with 
those of other free nations, will foster the containment of communism 
within its present bounds. 

If containment does not work and aggression is not deterred, then 
we must have the power to prevent disaster in the event of war, and 
the capability of sharp and aggressive retaliation in case of attack. 
Included in these objectives is the power to defend the Western 
Hemisphere, to protect its industrial potential to the greatest prac- 
ticable degree, and to develop our strategic air offensive to insure, 
when necessary, the immediate interference with enemy industrial 
capacity. Though the passage of time will bring increased allied 
assistance in furtherance of these objectives, their essential minimum 
cannot be delayed, and its provision, therefore, rests primarily with 
the United States. 

In addition to maintaining sufficient forces in being to stave off 
national military calamity, we are trying to provide a force that can 
retaliate immediately—a force that can hurt the enemy, slowing down 
both the strength and tempo of his attack upon us while our mobiliza- 
tion gets under way. The nature of this retaliation force changes 
with the conditions of war and the weapons of war. It is almost 
redundant to point out that the shape and form of our retaliatory 
forces have changed materially since World War II. 

The initial retaliation against an enemy by strategic bombing will 
be provided if the air power and the necessary Army and Navy sup- 
port to seize and hold the bases from which to operate, are in our 
hands the moment an emergency arises. The closer the bases are to 
the enemy the easier it will be, and the less costly it will be, to provide 
a sustained retaliatory air attack. Our strategy does not include a 
retraction of all of our military power to the continental limits of the 
North American Continent when we are attacked. 

As a third requirement, our forces in being must include a sufficient 
mobilization base so that if necessary we can push the throttle of 
mobilization forward and expand our forces efficiently and quickly to 
meet the threats, and eventually to take the offensive against the 
attacking enemy. 

This third requirement—a broad base of strength from which we 
can expand—is probably the most important of them all. Heretofore 
broad oceans and strong allies have protected us during mobilization. 
Next time, the clouds of war may give little warning and we may have 
no time for this third important part of our security. 

When we discuss the mobilization base, we include the National 
Guard and the Reserve forces which are traditionally the backbone 
of the United States defense. The Regular forces must meet the 
first blows and also contribute to the military training and educational 
facilities which are necessary for the expansion, and furnish the cadres 
for those divisions, ships, and air groups that will be called for in 
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all-out mobilization. But we must shorten the time before our 
Reserve components are ready for combat. 

The Joint Chiefs of Staff have recommended to the President and 
to the Congress that about 3.5 million men in uniform are necessary 
to meet the present threat as far as they can foresee. They have said 
that any time the situation changes for the worse they would have to 
ask for more men and women on active duty. Throughout the man- 
power hearings, the Defense Department witnesses stressed the need 
for a better state of readiness for the reserve components as necessary 
adjuncts to our security provisions. 

But basically the combined mobilization planned for must provide 
these things: The men and materials to continue the effort in Korea 
if no armistice is agreed upon; the same to fulfill present world-wide 
commitments including the occupation tasks, and support for the 
forces of the North Atlantic Treaty; the increase in our Armed Forces 
now planned, including additional air forces in 1952; and, finally, war 
reserves of equipment that have been somewhat depleted by the 
Korean fighting. 

Men without equipment cannot meet security needs. So there is 
first emphasis on industrial mobilization, with a simultaneous devel- 
opment of a manpower program to give us a well-trained Reserve for 
years and years to come. 

I have reviewed the objectives and the considerations on which the 
Joint Chiefs of Staff have based the force and readiness levels of this 
appropriation request. Examination of the individual service pro- 
grams will show that the forces scheduled for overseas deployment are 
planned to be fully manned and equipped. In the continental 
United States, however, approximately an 85-percent manning level 
has been generally accepted. Mobilization reserve levels set forth in 
the programs average only a 3 to 6 months’ supply, and although 
such levels can be accepted during the period of force build-up, they 
should be materially increased as soon as production rates are 
improved. 

In determining these force requirements and the general criteria 
which have guided the services in their program development, the 
Joint Chiefs of Staff have kept in mind the economic and industrial 
impact of the over-all program. Therefore, the forces and their 
support, in their opinion, represent the absolute minimum consistent 
with our national objectives and the current situation. We, therefore, 
recommend the appropriation request that is now before you, in the 
belief that is is essential to meet the urgency of our position. It is not 
only possible, but probable, that some upward revisions will be 
required during the coming months. If and when such revisions are 
deemed essential, the Joint Chiefs of Staff will not hesitate to convey 
new recommendations to the Secretary of Defense and to the President. 

Mr. Manon. That is a very excellent statement, General, and we 
thank you for your appearance here. 


POSSIBLE CHANGE IN PROGRAM 


If the military requirements are resurveyed, so to speak, late this 
year—say in October or November, as anticipated—do you think the 
likelihood is that there will be a decrease in our over-all preparedness 
program, or a steady build-up on the framework which we are now 
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laying, or a precipitous increase? That question is based upon the 
technical assumption that we will not be in an all-out shooting major 
war at that particular time. 

General Braptey. Mr. Chairman, I believe that we all understand 
that if this fighting in Korea keeps on far some time we are going to 
need something additional, which was not included in this budget. 

Mr. Manon. That is right. 

General BrapLey. When we prepared these recommendations last 
fall we had to make some assumptions. For budgetary matters, we 
assumed that the fighting in Korea would be over as of the end of the 
last fiscal year, so we did not include Korea in the fiscal year 1952 
budget, with certain exceptions. How much we will have to include 
in a separate supplemental request we do not know and will not 
know until some time this fall. 

Mr. Manon. Could it be probable that you would not havi any 
supplemental request? 

General Brapiey. Well, my understanding of the services is that 
they will have to have something to replace what they have used up 
during this year. 

Mr. Manon. During fiscal 1951? 

General Brapiey. Fiscal 1952. 

Mr. Manon. Yes. 

General BrapLey. Which is not included in here, and which is 
really coming out of stocks. 

As General Marshall pointed out, it is coming out of equipment 
which we had hoped to furnish countries under the foreign-aid pro- 
gram. 

I would say chances are pretty good that we will have to have some- 
thing to cover the Korea expenditures. 

As to the other part of your question, whether or not we will see 
fit to recommend any increase in forces for 1952, I think that depends 
very largely on the attitude that develops in these negotiations in 
Korea and the general world-wide situation which may confront us 
between now and sometime this fall. The services, I know, feel 
that in their expansion to date they have developed some w eaknesses 
within their own organizations which probably need to be filled up. 
Just what they will come in for, and what the Joint Chiefs of Staff 
will approve I do not know yet because they have not made decisions 
on any specific program which they would recommend to the Secre- 
tary of Defense. 

MILITARY STRENGTH 


Mr. Manon. Under any circumstances can you foresee a recom- 
mendation by the Joint Chiefs of Staff that our Armed Forces of 3.5 
million men and women would be reduced below that figure during 
the current fiscal year, and a reduction over-all in the military build- 
up be made? 

General Brapiey. No, sir. I would say if there is any change in 
it the chances of recommending some slight increase in it are of 
greater probability than recommending a decrease in it. 

I might elaborate a little bit more on what General Marshall said 
on that. We believe that the Communists were really hurt in Korea. 
That is why they want to call it off. However, ‘there has been 
nothing said about changing their announced long-range intention of 
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sometime ruling the world; so that I de not think that we should jump 
to the conclusion that this is any indication at all that they have 
changed their over-all attitude that the two, communism and our 
form of government, cannot live in the world together. I think we 
must be very careful not to accept this as an end. 

As I tried to point out, to me we have met one more challenge, and 
successfully. When there will be another one or where it will be no 
one knows, 

Some people say, ‘‘Then why have a settlement in Korea, so long 
as vou are accomplishing so much?’ I do not think that is an answer, 
either. 


PROCUREMENT LEVELS 


Mr. Manon. Would it be safe for us to reduce the level of procure- 
ment? Not that the items would not eventually be delivered, but 
could we reduce the rate of the build-up? Just for illustrative pur- 
poses, I have made reference to Army Ordnance requesting more than 
$8 billion. We could make reference to similar items in the Navy or to 
items in the Air Force. My point is this: Could we slow down on this 
huge procurement program safely? 

General Brapiey. Well, Mr. Chairman, I do not feel qualified to 
discuss in detail whether or not any of that particular program can 
be delayed, because that is outside my province. 

Mr. Manon. Yes. 

General Brapiey. But I would like to say this in answer to it in 
general: Most of those items, or a lot of those items, are very long 
lead-time items, or at least your expensive ones are; and you will not 
be getting them until possibly late 1952 or 1953 and some of them in 
1954. In my opinion those are the dangerous years. 

May I go off the record just a minute? 

Mr. Manon. Certainly. 

(Discussion off the record.) 

Mr. Manon. Mr. Cannon, the chairman of the Appropriations 
Committee, is here with us. 

(Discussion off the record.) 

Mr. Cannon. General Bradley, I think you have given us a very 
informative résumé of the whole situation. It is not a very en- 
couraging one, but there is nothing about the prospect of war which 
is encouraging. 

Thank you, Mr. Chairman. 

(Discussion off the record.) 

Mr. Manon. Mr. Sikes? 
(Discussion off the record.) 


POSSIBLE BUDGET REDUCTION IN 1952 


Mr. Sixes. In the event the committee or the Congress should 
decide that cuts of some magnitude are essential in the proposed 
budget, is it vour feeling that such cuts as must be absorbed can best 
be taken in civilian personnel or in major procurement or in military 
personnel? 

General Bravery. I am not sufficiently acquainted with the details 
and effects of such cuts to answer that question, sir. You are getting 
into things I do not know anything about, sir, as to just what effect 
each one of these would have on the various services, 











Mr. Sixes. That is all. 

Mr. Manon. Mr. Riley? 

Mr. Rixry. I have no questions, Mr. Chairman, except to thank 
General Bradley for coming before the committee and giving us his 
statement. 

Mr. Manon. Mr. Taber? 


TIME RUNNING IN FAVOR OF UNITED STATES 


Mr. Taser. General, do you figure that time is running in our favor 
or in favor of Russia at the moment? 

General Brap.ey. I think it is running in our favor at the present 
time and that it will continue to run in our favor for a couple of years, 
at least. 


Nortu ATLantic TREATY ORGANIZATION 


Mr. Taser. What do you think about the NATO picture? Is 
there any real initiative and real support for the operations over there? 

General Brapuey. | think the spirit of the European members of 
NATO has improved very materially during the last year or year and 
a half. I was in France and England about a month and a half ago. 
It was the first time I had been there for about a year or a little over a 
year. In addition to talking to the military people in those countries 
I talked to General Eisenhower and his staff and [ talked to a number 
of civilians. I talked to a number of Americans who live in those 
countries who have a pretty wide knowledge of Europe. From all of 
them I gained the idea that the spirit and the will to get going on this 
thing had improved very materially. 

You say, ‘Has it improved enough to make them get this thing 
done?’’ 1 would say it has improved enough to get it done, but 
whether or not it will be as fast as we would like to see it done is 
another matter. I do not know. 

They have different problems from those we face. They have all 
increased their defense budgets since Korea started. The smallest 
one, of course, was Portugal, which has only increased its budget 2 
percent. We have increased ours over 200 percent. Canada in- 
creased hers over 200 percent. Other countries run from 50 to 60 
or up to 90 percent increase, which is very encouraging. 

When we agreed to assume some responsibility for the leadership 
in Europe, by furnishing General Eisenhower as the commander of 
Europe, we did it with the thought that his presence and his enthu- 
siasm and prestige would have some effect on the raising of the spirit 
of these various countries. We think it has done that. We think it 
has had a great deal to do with raising the spirit of these people and 
increasing their willingness to build the security forces up to the 
point where they will become a deterrent. 


PRODUCTION POTENTIALS 


Mr. Taser. I am not going to ask you for details, because I do not 
think we ought to have them at this time; but do you think they are 
producing anything like what they should in the line of munitions and 
ammunition? 

General Brapiey. Well, that is in my opinion the most complex 
question connected with this problem. Let us take France as an 
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example. I think France is the key to the European set-up. France 
has now improved her industrial capacity until it is about 135 per- 
cent of its prewar industrial capacity. 

The question immediately arises, ‘‘Why can they not convert a lot 
of that to making equipment and so forth for themselves?” In my 
opinion they can. In my opinion they can convert more of it than 
they have converted to date. 

However, I realize after going into all of the angles like raw ma- 
terials, low wages, the difference between wages and the cost of living, 
and the fact that they have not yet caught up on civilian production 
since the war, which makes for that differential, and their finance 
problem, that possibly we should not hurry them too much. 

May I go off the record just a minute to illustrate that? 

Mr. Taser. Whenever you say. 

General Brapiey. Yes, sir. 

(Discussion off the record.) 


ATTITUDE OF EUROPEAN NATIONALS 


Mr. Taser. From the military standpoint, General, have you 
noticed any marked improvement in the seriousness and the willing- 
ness of the people of Europe to defend themselves? 

General Brap.ey. Yes, I think I can answer that positively, and 
I can illustrate here, that a year and a half ago, when I was in France, 
I heard remarks by Frenchmen that they did not see any hope and 
they were going to try to get their investments out of the country. 

That attitude changed, or they would not have been able to build 
up their industrial production to 135 percent of what it was. It 
changed somewhere between a year and a half ago and now, and you 
get expressions of hope that can be illustrated in the great mass of 
the French people of recovery in France and of the ability to defend 
France. 

Mr. Taber, there is one other angle to this which I think would be 
of interest to the committee. Just before I came over here, I received 
a report from our observers in France on the July 14 Bastile Day 
parade, which I think is indicative of the whole new spirit of France. 
If you will permit me, I would like to read some extracts from it. 

The traditional 14th of July parade down the Paris Champs Elysées was 
enthusiastically applauded by large crowds which hung on despite poor weather. 
In sharp contrast to previous years, the parade was the biggest and most im- 
pressive since the liberation. Jets overhead, display of new matériel of French 
manufacture and perfect discipline of foot troops in new-type uniforms attracted 
and captured public attention. The press in general proclaims the parade a 
great success and devoted space to detailed description of new weapons. 

We were especially impressed by the well organized demonstrations and feel 
that the Government achieved its purpose of stirring public interest in the military 
accomplishments, in their effort to rebuild a strong and modern army. The 


parade was definite proof to the French people that they have made marked 
progress in the rearmament program. 


ADEQUACY OF 1952 PROGRAM 


Mr. Wiee.rswortu. General, I have just one question on the 
record which I have asked of others with primary military responsibil- 
ity: Do I understand correctly that in view of all the circumstances 
by which we are confronted, it is your opinion that the programs repre- 
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sented by the requests for appropriations now before us, represent the 
fastest build-up that we should attempt at this time? 

General BrapLrey. From what we know at this time, yes. 

Mr. Srxes. General Bradley, the committee wishes to express its 
appreciation for your most helpful presentation. We are always glad 
to have you with us. 

Mr. Manon. Yes, we appreciate the statement and your customary 
helpfulness to this committee and the Nation. 


Turespay, May 15, 1951. 
MUNITIONS BOARD 


PARTICIPATION OF SMALL Business IN DEFENSE CONTRACTS 
WITNESSES 


JOHN D. SMALL, CHAIRMAN, MUNITIONS BOARD ; 

WILLIAM J. McBRIAN, VICE CHAIRMAN, SUPPLY MANAGEMENT 

ADMIRAL MORTON L. RING, MILITARY DIRECTOR FOR SUPPLY 
MANAGEMENT 


Mr. Suepparp. The committee will come to order. 

We have before us this morning Mr. John D. Small, Chairman of 
the Munitions Board, Mr. McBrian, and Admiral Ring, who have 
been requested to appear before the committee on the subject matter 
of small business, as it is interjected into the expansion of the military 
requirements. 

Do you have a general statement that you wish to make at this 
time? 

Mr. Sma. I have, sir. 

The statement has ‘been handed to the committee. I will read it, 
if you like. 

Mr. SuHepparp. I think perhaps it would be well. It will give the 
members some idea as to what they might want to inquire into 
specifically, or it might eliminate some of the questions they have in 
their minds at the moment. 


GENERAL STATEMENT 


Mr. Smaut. Fine. Please have no hesitancy about interrupting. 
Mr. Chairman and members of the subcommittee, I welcome this 
opportunity to appear before your subcommittee, to discuss with you 
the Department of Defense small-business program and its related 
problems. I shall confine my remarks in this statement to a brief 
discussion of the progress that has been made, together with a general 
discussion of our plans for the future. Should I fail to present some 
a ie: ‘ular problem in which any of you gentlemen might be interested, 
I shall be ia appy to discuss it at the conclusion of this statement. 
Within the Department of Defense we are fully aware that one of 
our most important and pressing problems is that of small business. 
It is a fact that the services have a selfish interest in helping small 
business, because they know they need this capacity. We are doing 
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something constructive about it. Much has been done already. In 
my opinion we are further along now than we were at a comparable 
period in World War II. However, much more remains to be done, 
and I assure you that we will continue our efforts with sincerity and 
firm purpose. 

It is probably advisable to point out in the beginning that there 
are several major factors in the present situation which do not seem 
to be always fully recognized. 


MILITARY 





PROCUREMENT 





VOLUME 


One major factor is that the actual volume of military procurement 
is considerably less than is popularly thought. Many businessmen 
have told me that they expected munitions contracts to flow out at 
the same rate as at the peak of World War II. On the contrary, as 
you well know, deliveries of military equipment during the months 
ahead are planned at lower levels than the World War II peak. 
Another major misconception is that military procurement can be 
easily and quickly substituted in each and every plant where civilian 
production is adversely affected by material shortages. I can assure 
you that this is not correct. For example, in order to provide alumi- 
num for aircraft and other munitions, aluminum has had to be 
diverted from thousands of other products, and from the plants that 
produce them. It is unfortunate, but true, that this diversion of 
aluminum to aircraft has freed far more production capacity than can 
possibly be taken up by the other munitions programs. The same 
kind of situation holds true with other materials. 


CONTRACTS 





AWARDED TO SMALL BUSINESS 
1 know that the subcommittee will be interested in our latest com- 
pilation of prime contract awards to small business. During fiscal 
year 1950, $1,310,615,000 or 24.5 percent of the annual total, was 
awarded to small business. However, during the first 9 months of 
fiscal year 1951, through March 31, small business has been awarded 
a total of $3,394,380,000 or almost 3 times the amount they received 
during the entire fiscal year 1950. This represents 21 percent of the 
total awards. 

While the declaration of an emergency in December 1950 greatly 
increased the use of negotiation as a method of procurement, it is 
interesting to note that the percentages of awards to small business 
have risen steadily during the first quarter of this calendar year. 
In January small business received 16.6 percent of awards; in Febru- 
ary 21.6 percent; and in March 25.9 percent. 

A breakdown of departmental awards to small business for the 
months of January and March of this year indicates a trend which 
we hope will continue. The Air Force awarded 11 percent of its total 
procurement in March to small business as against 10.2 percent in 
January. The Army awarded 36.3 percent in March as against, 22.4 
percent in January;'and the Navy awarded 21.5 percent in March 
as compared to 12.5 percent in January. 

During the period July 1, 1950, to February 28, 1951, small business 
received 67 percent of the number of contracts awarded by negotia- 
tion, which represents 12 percent of the dollar value. During Febru- 
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ary 1951 the small-business share of negotiated contracts remained 
about the same for numbers of contracts but increased to 17 percent 
of the dollar value. 

Mr. Manon. What do you mean by “small business’’? 

Mr. Smatui. Five hundred employees or below. We use that gen- 
erally in all our computations—any firm employing Jess than 500 
people. It is in the law in several places as the definition. 

Mr. Manon. Small business, if they get a contract, may rapidly 
become big business? 

Mr. Smau_. Many small businesses do become big businesses. I 
see no difference really between a business having 505 employees and 
one having 495. ‘There is no magic in the figure. 

Mr. Manon. It is an arbitrary figure? 

Mr. SMALL. That is right. 


SUBCONTRACTS TO SMALL BUSINESS 


It is relatively easy to prepare statistics covering the award of 
prime contracts to small business. It is very much more difficult to 
accumulate information concerning the substantial share of munitions 
work that is going to small business through subcontracts. It is 
certain however that the dollar volume of work going to small business 
through subcontracts is manyfold the volume going to them through 
direct contracts. 

Take a tank, for example. They have about 3,300 subcontractors 
involved in the procuring of all the bits and pieces that go to make up 
a tank. The prime contractor fans out to the first level of subs, and 
they, in turn, fan out to the next level of sub-subs, on down the line. 
It is amazing how any one contract will spread out, both geographically 
and otherwise. 

Mr. SueprarD. Does it follow that the spreading of prime contracts 
for that type of construction would, percentagewise, fall into the 
small business category? The breaking up of the prime contract into 
subcontracts does not always mean that there is small-business partic- 
ipation. 

Mr. Satu. I think it is inevitable that it does fall, in a degree, to 
small business, and I am talking of manufacturing businesses, not the 
cigar store or the grocery store. It follows the same pattern that we 
follow in private business in time of peace. 


AID TO SMALL BUSINESSES SEEKING SUBCONTRACTS 


Subcontracting must be recognized as an effective instrument in 
the distribution of military procurement to those smaller independent 
enterprises not equipped to undertake prime contracts. Our efforts 
have been directed toward aiding those small enterprises normally 
engaged in the manufacture of civilian products, but now denied the 
raw materials to continue their line, and who have no existing sub- 
contract arrangements with larger producers. For example, to aid 
those seeking subcontracts, the Department of the Air Force recently 
arranged an exhibit of prime contractors in New York City where 
prints, drawings, and specifications were available to potential sub- 
contractors. This plan, developed by the Air Force, proved so suc- 
cessful that another exhibit was arranged at Chicago 2 weeks ago, and 
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another show sponsored by all three military departments is scheduled 
in Boston today. Additional exhibits will be arranged through the 
cooperative efforts of the Army, Navy, and Air Force at Detroit, 
Los Angeles, Fort Worth, and other principal cities. _The extent of 
subcontracting is best demonstrated in a recent study of 863 Air Force 
prime contracts, totaling approximately $5 billion. ‘The data collected 
indicated that approximately 75 percent of the subcontracts were 
awarded to companies employing less than 500. In compiling this 
information, Air Matériel Command representatives approached 59 
major prime contractors in every field of production. These prime 
contractors submitted figures which included a total of 32,382 sub- 
contracts. Of this total 24,306 of the subcontractors were in the 
category of smal] business. 

In addition to the special exhibits mentioned above, the Army has 
28 permanent-type sample display and procurement information 
centers as an aid to small business firms Bh may wish to become 
Department of Defense contractors. Each of these contains a display 
of the items procured by that office, including drawings and specifi- 
cations for each item. Thirty-four additional Army centers are 
expected to be in full operation within the next 3 months. The Navy 
and Air Force presently are studying the feasibility of similar pro- 
grams. 

The Department of Defense has been acutely aware of the need for 
widespread subcontracting in order to broaden the mobilization base 
and to make possible greater participation by small business. In 
General Marshall’s directive of December 18, 1950, he specifically 
pointed out the necessity for “the aggressive encouragement or re- 
quirement of subcontracting by prime contractors.’”’ We are pursu- 
ing this policy aggressively and procurement officers have been directed 


to take particular account of the extent of subcontracting the prime 
contractor is willing to do as one of the factors in the negotiation and 
pricing of prime contracts. 

As between two people exactly alike, the one who will do more 
subcontracting and spread out more will be favored, everything else 
being equal. 


MUNITIONS BOARD PROCUREMENT POLICY 


Recently the Munitions Board, consisting as you know of the three 
procurement secretaries, has issued a revised and greatly strengthened 
procurement policy designed to help small business. Here I shall 
discuss briefly the important aspects of this policy. 

The Munitions Board directed each of the three military depart- 
ments to appoint a small-business specialist in each procurement 
office and, where suitable, in higher offices concerned with procure- 
ment. Such specialists assigned to principal procurement. offices, 
and those assigned to higher offices, will devote their efforts exclusively 
to assisting small-business concerns in connection with military pro- 
curement. Close and effective liaison between the small-business 
specialists appointed in the military procurement offices and the 
representatives of the recently established National Production Au- 
thority field offices will be maintained. This contact will help to 
bring together idle small-business facilities and those prime contractors 
seeking additional sources of supply. Since the suecess of this part 
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of our plan depends in large part on the appointment of well-qualified 
individuals, the three Departments are screening applicants with 
great care. This, of course, will require time and consequently it is 
too early to report the names of the appointees. However, this is 
being worked on and should be done in the very near future. 

An example of the existing close relationship between the Munitions 
Board and other defense agencies is the development of the pooling 
arrangement. The Department of Defense, the Defense Production 
Administration, the Office of Defense Mobilization, the Department of 
Labor, and the Department of Justice have developed, by cooperative 
effort, a procedure by which small business concerns, which have 
formed production pools, can obtain a determination as to whether or 
not they qualify as potential contractors for defense procurement. 
By so organizing and qualifying, small business enterprises can com- 
pete for contracts which may be far beyond their individual capabili- 
ties. This procedure will provide industrial pools of small business 
with a means for obtaining waivers from title I of the Walsh-Healey 
Public Contracts Act and applicable antitrust legislation. While each 
case will of necessity be judged on its merits, the procedure will 
minimize the time required to obtain clearance and make such clear- 
ance known to the field procurement offices. A pool of this nature, 
formed at Omaha, Nebr., has already qualified to compete for Govern- 
ment contracts. 

With the sharp trend toward negotiation rather than formal ad- 
vertising, due to the urgency of the situation, many small-business men 
complained that advanced information concerning these procurements 
was not available to then. In an effort to remedy this difficulty, the 
Munitions Board has now directed the three military departments to 
publish in synopsis form, for distribution by the United States Depart- 
ment of Commerce, information concerning unclassified proposed 
negotiated procurements. Under this directive, and im ¢onsonance 
with security requirements, negotiated and advertised procurements 
exceeding $10,000 made in the continental United States will be 
publicized when such procurements are scheduled to be opened 18 
days or more from date of issue. In addition to the principal purchas- 
ing offices previously required to report formally advertised procure- 
ments, all field purchasing offices in the continental United States will 
transmit synopses to the Department of Commerce for all procure- 
ments coming within the afore-mentioned directive. It should be 
noted that proposed procurements for the construction, alteration, or 
repair of buildings, bridges, roads, or other kinds of real property will 
be included in the new synopsis. I know that we have recently been 
criticized for deleting quantity and dollar value information from the 
weekly synopsis of awards. I would like to also point out that we 
have been severely criticized for giving too much detailed and pin- 
point information to our potential enemies. I want to assure you 
that the quantity and dollar volume information was deleted only: 
after careful consideration and only because we were convinced that 
its continuance would be a real security risk. 

Again in considering the revised synopsis of proposed procurements, 
security is a major factor. For this reason, the description of the item 
required will consist of a minimum general description, and will in- 
clude, when appropriate, commonly used names of supply items, basic 
materials from which fabricated, general size or dimensions, and so 
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forth, but will not imelude information which in the opinion of the 
transmitting office may constitute a security risk. Further, the 
quantity may be omitted when in the opinion of the transmitting 
office, the inclusion of such data may constitute a security risk. 
Indications of quantity such as “more than—” or ‘less than—’’, 
and so forth, may be used at the discretion of the transmitting office. 

There is a popular notion that in time of even partial mobilization, 
the majority of military contracts are classified as secret or confidential. 
The subcommittee will be interested in learning that a spot check of 
current procurement in all three Departments indicated that less than 
5 percent of all contracts are so classified. 

The Munitions Board has reiterated to the three military depart- 
ments and has included in the armed services procurement-regulation, 
its mandate that negotiated procurements, as well as formally ad- 
vertised procurements, shall be broken down into reasonably small 
lots to permit making multiple awards. It is gratifying to note that 
the Department of the Army reported that a recent order for 1, 120,000 
pieces of underwear was broken down so that 21 firms received con- 
tracts, 14 of them small business enterprises. Another order for 
980,000 pairs of combat boots was distributed to 17 manufacturers, 
including 8 small businesses. A recent order for the purchase of 
fire control equipment, amounting to $13 million, which normally 
would be filled from two established sources of supply, was broken 
down into 21 separate contracts. 

The Central Military Procurement Information Office, which was 
established in 1949, continues to function as a positive aid to those 
businessmen, large and small, seeking information concerning the sale 
of their products to the military departments. The professional staff 
of officers representing the Army, Navy, and Air Force was doubled in 
August 1950. Just 2 weeks ago the Office was moved from the Penta- 
gon to the Old Post Office Building at Twelfth and Pennsylvania 
Avenue in an effort to bring the facilities of this organization closer 
to the businessman who visit Washington and seek its advice. 

The Munitions Board Small Business Office, which was established 
as a point of contact for small business men interested in discussing 
problems related to their dealings with the Department of Defense, 
has recently been reorganized, enlarged, and redesignated as the Office 
of Small Business. It continues to serve as the point of development 
of material and procedures designed to facilitate small-business 
participation in military procurement. 

It should be pointed out that the Munitions Board itself buys 
nothing nor does it place contracts. 

As you know, under the law, the procurement authority rests 
exclusively in the military department itself. The Munitions Board 
is concerned with policy and monitoring to see that the policy is 
carried out. 

Further, we have no authority to designate those individual firms 
who will receive contracts. What we try to do is to help the small- 
business man by telling him what work is needed, by what office it 
will be let, and how to present his case to the procurement offices. 
In addition, the Office of Small Business works with the staffs of the 
individual Members of Congress in advising them how best to answer 
the questions presented by their constituents. 

I would like to emphasize that the problems of small business can 
be solved only by constant daily thought by every procurement officer 





217 


as they consider each purchase as to what extent small business may 
supply the item needed. I recognize as a very basic task the need 
for continued education of all personnel engaged i in military procure- 
ment, and their thorough indoctrination in the importance of affording 
small business an opportunity to participate. This is being done and 
I feel considerably encouraged at the marked progress recently evident. 

We in the Munitions Board will continue to work closely with the 

Defense Production Administration, the National Production Au- 
thority, and other defense agencies in an effort to seek out additional 
aids to small business. 

Mr. Sixes. I think that is a most helpful statement, Mr. Small. It 
certainly gives us a lot of valuable information on this side of the 
table. 

I do not think there is any question in our minds but that you, 
and the people that are working with you, want to give small business 
as much consideration as you can. I am sure we recognize the fact 
there are serious obstacles in the way of placing a large part of the 
defense orders in the hands of small business. 

I think one of the problems we have to overcome—and probably 
one of the most difficult to overeome—is the fact that the path of 
least resistance is the easiest to follow. Regardless of how conscien- 
tiously you strive at the top level to put more orders into the hands of 
small business, the fact remains that the easiest thing for the man to 
do who is at the contracting end is to give his contracts to the few 
big people he has already been doing business with, or to other repre- 
sentatives of big business who are possessed of major facilities for 
immediate conversion. We appreciate the fact that you are trying 
to overcome those difficulties. 


CoMPARISON OF LARGE AND SMALL Business CONCERNS 


I have one or two questions. 

Tell me, first, what is the percentage of small business in this 
Nation compared to big business? You say that small business is 
any firm employing less than 500 employees. What percent of the 
Nation’s industry can be grouped in that category, either from a 
monetary basis or from the standpoint of the total number of 
employees? 

Mr. Smatu. I do not believe I have ever seen any authoritative 
figures on that, but I would say that it is up around 80 percent and 
possibly higher. 

Mr. Sixzgs. I realize that is a difficult question to answer, but it 
would be helpful to know approximately what the division is in the 
Nation’s industry between big business and small business. You 
have said that smail business is getting, I believe, 21 percent of the 
defense orders now. 

Mr. SMALL. Small industrial business, which is quite different from 
small business as you usually see it in the compilation of percentages. 

Mr. Sixes. What I am trying to get is something to show the com- 
parative amount of Government contracts going to small business 
now established at 21 percent, as compared to the total volume of 
small business. Can anyone give us something on that? 

Admiral RinG. I cannot give you an exact figure. I think the 
figures are probably available in the Department of Commerce or 
from the Bureau of the Census, but one thing I would like to point 
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out is that the tremendous part of the dollars of procurement goes to 
firms that, necessarily, are pretty big firms because of the very nature 
of the item, so a more accurate determination of what constitutes a 
fair share of small business would be a tabulation which would exempt 
the aircraft carriers, the heavy tanks, and the major aircraft procure- 
ment which is necessarily pretty obligated to the bigger concerns. 

So, of the money that we spend, it seems to me, to make a fair 
showing, we should deduct that fair portion which can only go to the 
big concerns. 

Mr. Stxes. Why do you consider it a fair portion? Is it work that 
cannot be done by small business? 

Admiral Rina. Yes, sir. 

Mr. Srxes. Can it be subcontracted to small business? 

Admiral Rine. We are speaking of the prime contract only, and 
the only figures we have at the present time are the actual records of 
the prime contracts. 

Mr. Sixes. You are establishing the fact that the 21 percent applies 
to the prime contract? 

Admiral Rina. The prime contracts only. 

Mr. Stxes. You do not know what the over-all percentage of both 
prime and subcontracts for small business will total? 

Mr. Smauu. We could not find out without a tremendous amount 
of work and it would be very costly. 

Mr. Sixes. It would go a long way toward closing the gap if you 
med how much was subcontracted and will give us the combined 

ures. 

"(The following information was supplied for the record :) 


[All figures are based on 1947 census] 


Total manufacturing establishments____.......-..-.....-.----- L 240, 881 
500 or more employees - - -- 4, 664 
Less than 500 employees. .. _ - 236, 217 


Percentage of total number of employees______._-..._...--total_. 14, 294, 000 
500 or more employe ent. 49. 9 
Less than 500_.___--- , d 54. 1 

Breakdown of certain industry groups: 

Food and kindred products__. _.---.------------ : 39, 000 


500 or more employees__-_._--.------ 23 325 
DOGG IRD) FOU STADION VORB 55 iced poems -binsae'-b-ted--teds 38, 675 


Transportation equipment (all kinds) ---..-------.-.---.---- 3, 711 


500 or more employees. _ =.=... ...--225--.425-54) ~22 seu 


Metalworking and fabricating, all machinery and equipment (ex- 
cent electrical). .........-...- , ia 17, 996 
500 or more employees 612 
Less than 500 employees 17, 294 


Electrical machinery ; ; ] 3; 973 


340 
De CE DD PUENOVONS . we gee nn pencecns$-seeadt~ 3, 633 


Textiles and apparel : 38, 026 


I ES UN as 6 sone ns sens ds lie oan as eae 
Less than 500 employees 
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VALUE OF SUBCONTRACTS TO SMALL BUSINESS 


Admiral Rine, Mr. Small pointed out, in partial answer to one of 
Mr. Sheppard’s questions, that as to the percentage of subcontracts on 
a spot check that went to all business, 75 percent of the total dollar 
value of the prime contracts was subcontracted to small business 
concerns, 


LOANS FOR EXPANSION OF INDUSTRIAL CAPACITY 


Mr. Sixes. To what extent are what we might call subsidies— 
tax omissions, or funds for expediting production—available to 
small business as compared to big business? 

Mr. SMa.L. I have some figures, Mr. Sikes, which I think were read 
into the record a few days ago by Mr. Gibson—loans under section 302 
of the Defense Production Act of 1950 for the expansion of industrial 
capacity. 

In the first place, the Department of Defense is not a certifying 
agency for loans. It does not make loans under section 302. It does, 
however, make recommendations on applications referred to the 
National Production Authority. 

The Acting Defense Production Administrator, Mr. Gibson, made 
a statement with respect to section 302 loans that: 

It is worthy to note that of the loans so far approved approximately three- 
quarters have been made to small business firms employing less than 500 employees 

These loans, he said, were granted to aid in increased production 
of basic materials and production of some finished products. 

They are the ones that have the records on it. They control it. 


PRIORITIES FOR RAW MATERIALS 


Mr. Suuprparp. At that point, I would like to ask this question: 
Your statement is to the effect that the Defense Department does not 
have jurisdiction in the loaning category. 

Mr. SMALL. No, sir. Not on direct loans. 

Mr. SuHepparp. Literally that may be true. Am I misinformed to 
the extent that, when you need a priority or additional funds, the 
agency within the military with which you are doing business must 
indicate the necessity for that operation before the loan may be made 
or a priority granted for the raw materials necessary for functional 
purposes? 

Mr. Smauu. That is very easy for us to do on anything we buy 
direct. 

Mr. Suepparp. I do not think my question was clear. I am sorry. 

Mr. Satu. We do do it; we do recommend. 

Mr. SuHeprarp. Not only what you buy directly, but, hypotheti- 
cally, the Air Force for purposes to meet its requirements enters into 
a tentative contract with X company, corporation, or individual, in 
which, under the War Powers Act, finances must be a part of the 
consideration. 


NPA AUTHORITY TO ISSUE PRIORITIES 


Now, I have been advised—and perhaps erroneously—that before 
NPA, or those who are in charge of the loaning ability under the War 
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Powers Act, will function, they must have a letter, or correspondence, 
or some memorandum to the effect that that particular procurement 
agency requires that function. In other words, for the sake of a better 
expression, let us call it a letter of necessity, or an expression of 
necessity. 

Mr. SMaLu. We have two difficult problems that I will try to 
explain. One is the problem of the end products with which we deal 
directly. The other is the problem of the things that go to make up 
the end product—components, materials, and so forth. Those 
components, materials, whatever it is, in many instances have civilian 
uses as well as military uses. If that is true, the responsibility for 
that particular plant or operation is the NPA. It is a civilian agency 
responsibility. 

Now, take electronic items, for example, which are very scarce, 
such as certain kinds of resistors. There are enough to supply the 
military but there are not enough to supply the country as well. 
The responsibility for expanding the production of resistors is really 
to take care of the civilian economy. There is enough to take care 
of us. Do you see what I mean? . 

Now, however, we say to the civilian agency: “Gentlemen, we think 
this is a tough problem and it is getting worse, and you are going 
to have critical shortages all through industry that are going to affect 
us indirectly. It is going to affect our contractors on machine tools, 
in the case of small motors, or it is going to affect our railroads, or 
the hospitals, or whatever. Therefore, we think you ought to give 
very serious consideration to the expanding of production of that 
particular item, whatever it is, but it is your responsibility. We are 
not going to tell you how to run vour business. That is your busi- 
ness; you should run it, but we will give our best advice.”’ 

On the other hand we will make a direct recommendation on any- 
thing that has an end product with which we deal that is not a civilian 
end product. Tam talking about a bazooka, or any strictlv military 
end product with which we deal that is not a civilian end product. 

Mr. Suepparp. I find in your statement what appears to be a 
divergence in actual practice. 

Mr. Smatu. The civilian agencies would like to have the military 
sponsor everything. That is a normal, human thing. 

Mr. SHepparp. It is my understanding that we have another 
governmental agency vested with the authority to analyze the raw 
materials that are available within the continental United States. 
The reason for having made a survey of those available requirements 
was the express purpose of adjusting the total inventory to two 
reauirements; No. 1 priority, that of the military; No. 2, the civilian. 

Now, having adjudicated the potential inventory of steel, copper, 
aluminum or what not, then it becomes obvious to me, at least, that. 
X corporation requiring a considerable proportion of aluminum, and 
perhaps incidentally financial support under the War Powers Act, 
receives a contract to produce military requirements. Then the 
NPA, instead of going ahead and completely handling the project 
from there on out, has been in the past at least, insistent that they 
have a commitment of defense necessities from the military procure- 
ment offices. 

Mr. Sma. Yes, sir. Let me give you an example of this, just to 
show you. There are an infinite number of graduations. Take, for 
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example, tin, one of the most important elements in our economy. 
The military’s direct take of tin is negligible. You can hardly meas- 
ure how much we ourselves directly take, but we use some tin in- 
directly in tin cans for food. But the number of tin cans we use in 
military is roughly comparable, let us say, to our population as com- 
pared to the total population of the country; therefore, it is a minor 
share of tin cans. Our contractors use solder, the other major users 
of tin. Our take there is roughly comparable to our take of hard 
goods as compared with the industrial take of hard goods, so it is not 
great relatively speaking. 

So tin is essentially an essential civilian program. Right? 

Mr. SHEPPARD. Yes. 

Mr. Smatu. They turn to the military and say: ‘You believe in 
expansion for tin?”’ 

The military will say: ‘Yes, we do, not because there is not enough 
tin to take care of us; there is enough; but for the good of our country 
it seems to us this is something that you should expand, but it is vour 
responsibility. It is your decision. We are not telling you what to 
do. It is a civilian job, not a military job.”’ And I, for one, do not 
want the military running our country. 

Mr. Suepparp. If, under existing circumstances, those in the NPA 
in charge of the problems of financing contractors having military 
contracts (where expansion of facilities and priorities for raw material 
are necessary) state that contractors must have a letter or declaration 
of defense necessity, which you state is a function of your organiza- 
tion, they are operating under an erroneous assumption; are they not? 

Mr. Smauu. I do not know that I quite agree, Mr. Sheppard. It 
depends on how much of the production is directly for the military. 
It is partly erroneous, surely. I do not blame them for wanting 
support. In other words, I do not blame them for wanting to spread 
the responsibility of this, and if they can get the military to say, 
“Yes, we think this is something that is important, even though our 
take is not the controlling part,’ 1 think it makes them feel better 
about going ahead, it makes them feel that their judgment is sounder. 
Certainly | cannot quarrel with them for seeking advice from the 
military. But it is not a military decision as to whether they expand 
a great many of these things. It would only become a military deci- 
sion if there were not enough to take care of the military. Then we 
could get up on our hind legs and holler. 

Mr. SHepparpb. I think your position is absolutely tenable, but the 
only reason for making the inquiry is that apparently there is a break 
in concept between the military and the NPA. I think that is self- 
evident, at least from those instances that have cleared through my 
office on many occasions. I was just trying to establish the division 
of authority between the various agencies. In other words, where is it 
vested? Is it vested in NPA? Then NPA should accept the respon- 
sibility of their position or get out of the position, one or the other. 
This business of sending people around Washington from office to 
office for as long as 3 or 4 weeks io establish who is to do what is, to 
me, a very bad procedure. 

I know that, with the magnitude of the economic problem with 
which we are confronted, and particularly under the method by which 
we are trying to operate, these little differences as to what is an 
agency's authority will develop. But as soon as they develop, they 
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should be ironed out. I think every department of Government should 
accept completely its responsibility within the framework of its 
authority. 

Mr. Saux. I do not think really that they are trying to shift the 
responsibility. I think they are merely trying to put part of the heat 
on us. 

RAPID TAX AMORTIZATION 


I might add this—and I should like the reaction of the committee 
to it; this is the position that I take consistently on this thing. The 
number of requests that have come in for tax amortization, rapid tax, 
to me is anariiee: and, if granted in substantial volume I think would 
hurt our economy. I keep hammering away, saying, “Don’t grant 
these things; don’t grant these things until you are absolutely positive 
that we must have it for the good of our country.”’ And I believe 
that their insistence that we say our 25 cents’ worth is somewhat due 
to that philosophy that I have been trying to hammer home to them. 
Do you agree with that? 

Mr. Sueprparp. I not only agree but I feel that only in very rare 
cases is the assistance of rapid amortization necessary, especially 
where the Government supplies the funds for the potential expansion 
of X plant or corporation. Of course, where the Government walks 
into a plant that has long been established in civilian production and, 
so to speak, throws them out of gear, then I think the responsibility 
of the Federal Government is intensified proportionately. But, from 
the information that has been brought out by the committee of Con- 
gress that has been looking into the matter of the advancement of 
funds, and rapidity of amortization, it presents a very difficult ques- 
tion, to use a mild expression. I think that your insistence that there 


be greater scrutiny is to be commended, and I hope that your authority 
goes far enough so that you can be exceedingly insistent in that direc- 
tion. 

Mr. Sma.u. I have no authority. 


Funps For ExprepitinG PRopUCTION 


Mr. Sixes. Mr. Small, whose responsibility is it to approve funds 
for expediting production to the individual plants? 

Mr. Smauu. The individual military departments. 

Mr. Srxes. Who exercises over-all control over the program? Is 
there any one person, or committee who screens the requests, or is 
the decision of the separate military departments final? 

Mr. Smauu. No. It is screened. The results are screened us by, 
by the Munitions Board. 

Mr. Sixes. By the Munitions Board? 

Mr. Smauu. Yes. It is, again, one of those areas where we have no 
field staff. In other words, we do not have people out in the plants 
knowing exactly what has to be done and does not have to be done. 
These are pretty sincere people, these people who are in the armed 
services. They are not trying to do things wrong. They are trying 
to do things right. Sometimes they do many things that I do not 
like but nevertheless you have got to take their word for the facts as 
they see them at these levels. 
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We try to screen, to spot check, if you like, and by means of a spot 
check, increase the implementation within the Department. We 
have a relatively small staff, Mr. Sikes. 


EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Mr. Sixes. Is there any breakdown available of the proportion of 
money for expediting production or tax omissions that is going to small 
business and the proportion that is going to big business? 

Mr. SMautu. We can furnish you a breakdown of that kind, | 
believe. 

Admiral Rina. Mr. Sikes, I am not clear at to your question. Are 
you speaking of the allocation of funds for the expediting of production? 

Mr. Stxrs. Yes. 

Admiral Ring. Do you speak of such things as loans under section 
302, which Mr. Sheppard and Mr. Small were speaking of, of guar- 
anteed loans which are within the authority of the Department to 
make, and progress payments likewise, which are within the authority 
of the Department? Is that the measure of the program that you 
referred to? Iam not quite clear. 

Mr. Smauu. If you get into advances and progress payments then 
the task becemes terrific with all the millions of contracts that are 
involved. 

Mr. Stxes. Then will you furnish what information you have? 

Mr. SMALL. Yes, sir. 

(The following information was submitted for the record:) 


DrFENSE PropuctTion Act oF 1950 
TITLE II]. EXPANSION OF PRODUCTIVE CAPACITY AND: SUPPLY 
Section 301 loan guaranties 


The status of the loan-guaranty program for the Department of Defense 
(sec. 301) as of April 30, 1951, is reported as follows: 


Amount of loans 


Amount of 


Potal guaranty 


Total applications received ‘ 3 =e 6 $568, 765,718 | $461, 271, 124 


Approved (authorized to Federal Reserve banks) 316 25, 220, 538 340, 875, 237 
Denied (disapproved, ineligible, or withdrawn) 5g 3, 799, 191 12, 675, 751 
Pending ¢ 29, 745, 989 107, 720, 136 


The departments do not have information available which would incicate the 
size of the companies by number of employees. A rough estimate made on the 
basis of borrowers with total assets of less than $500,000 indicates that 60 percent 
of the number and approximately 19 percent of the value of loans approved was 
to small-business concerns. 


Section 302. Expansion of capacity 


The Department of Defense is not a certifying agency under this section. It 
does, however, comment upon loan applications filed thereunder. 

To date National Production Authority has granted 27 loans for a total of 
$58,000,000. 

Mr. Schied, of the Loan Division of NPA, states that no information is avail- 
able as to the size of the companies by numbers of employees. He expressed 
the opinion, however, that with the possible exception of the Lone Star Steel 
Co., of Dallas, Tex., all borrowers were in the class of small-business concerns. 

84328—51—pt. 1 15 
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CERTIFICATES OF NECESSITY GIVEN SMALL BUSINESS 

Mr. Sixes. What about tax-forgiveness figures? 

Mr. SmMauu. Rapid tax; tax amortization? 

Mr. Srkes. Yes. 

Mr. Smautu. The authority there is not with us. The authority 
there is with the civilian agencies. Actually the operation of it is 
down in NPA and then it is approved up in DPA as it goes through. 
Certain agencies may certify these projects; for example, Interior, 
Commerce. But we are not a certifying agency. However, on any 
project directly involving our munitions—and again I am not talking 
about shelf items, 1 am not talking about civilian items, I am talking 
about our peculiarly military items—they will not pass anything 
without our giving a strong recommendation on those. And we do 
that. 

Mr. Sixes. Is there a breakdown available of the division between 
small and large business in this field? 

Mr. SmMAuL. I have a breakdown, but I do not have it with me. I 
can give it to you. That is, of the number of these certificates which 
we have recommended and that, ia the case of the Air Force, which 
I think is the biggest, it is somethiag like 700 or 809, as I recall. We 
can go back and see if we can break it down between small and big 
business. Of course, the bulk of the Air Force undoubtedly is big 
busines:, because the bulk of their prime coatracts is for airframes or 
for airplane eagines which small business simply cannot make. They 
need the large plants to make those things. 


CERTIFICATES OF NECESSITY 







Army: 240 recommended favorably. 
Navy: 46 recommended favorablv—-9 for small business, 37 for big business. 
Air Foree: 341 recommended favorably, valued at $655,000,000; 162 certified, 

valued at 5311,000,000. 

Munitions Board: 64 commented on. 


Certificales issued up lo May 7—1,235 


Employees Certificates | Value 









SO eee ee ee er 248 (20 percent of total)...................- $489, 855, 000 
ETE Rae ae a ea . 543 (4446 percent of total)_...............- 3, 302, 654, 000 
Umelatennea Gnels Gremepertateom). 5.5) Mb cssce ei etek ie Lk _.| 1, 684, 607, 000 








BREAKDOWN 










Less than 100_.____. . 108 _. Pee sud lbs Sas Oeees once 71, 105, 000 
PU iets id lade vs ewebace _, SOR ieee seh <deeHeaehe~edehaeeed 132, 772, 000 
Sy ee Ege See i aditcleria iat sk nade Sane ecnpclates derraal 285, 978, 000 
ree a, 67 es Liatacaan Katee dadglensis metal 249, 151, 000 
1,000 to 2,499 = PeSdbiad plea 89 32. SNS Sh idlnck qr Adee Mace | 310, 854, 000 
2,500 to 4,999 il ideale Gobel ces pales OO Ba Scuniat <e sn sinless ene peainas © bdiccpliat } 230, 579, 000 
5,000 to 9,999 ; , SRI ae a 7 


at boty here 2 sores ath 465, 728, 000 
Over 10,000_. oes cgokey 231 Wy aiti ee EE Pak inlf | 2,046, 342, 000 





CONTRACTS TO SMALL BUSINESS IN FLORIDA 















Mr. Sixes. In my State, the industrial development division of the 
Florida State Improvement Commission has for a number of months 
been making a very thorough and intensive survey of small-business 
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contracting, in an effort to help secure contracts for Florida industrial 
firms. 

I should like to read you some excerpts from the latest report, 
dated May 1, from the industrial development division and I should 
like your comment thereon, because this report runs pretty largely 
contrary to the statement that you have given. I think it reflects the 
experience of the people there who are trying to get business at the 
contractor-officer level, or through prime contractors. Let me quote 
from this document. 

At present small business, which means practically all Florida business, is 
likely to find that it has a hard row to hoe in getting prime defense contracts and 
that recent Government policies have tended to encourage major contractors to 
do as much of their own work as possible. 

Further on: 


In the past, conflicting policies in Washington have tended to keep subcon- 
tracting at a minimum. Qn the one hand, there have been frequent assertions 
that small business is to be given every possible opportunity to participate in 
defense production. On the other hand, the Department of Defense has allowed 
7.5-percent to 10-percent profit on the proportion of production which a prime 
contractor turns out in his own plant as against only 2 percent on any part of the 
work which he subcontracts. Under the circumstances, it is not surprising that 
prime contractors make every effort to do as much of the work as possible in 
their own plants. 

Mr. SmMauu. Let me comment on the last peint first. One of the 
services gives a contract to a prime contractor. Let us take an extreme 
example and assume that the prime contractor subcontracts the entire 
job to somebody else. All he does is to pass along the piece of paper. 
He does nothing else. He never sees the product. He has nothing 
to do with the inspection, with the checking, with the shipping, or 
with anything else. The only thing he does is to act as a responsible 
agent in between the two. But actually, as far as work is concerned, 
he does nothing. Of course, that is an extreme case. I do not 
think that fellow is entitled to as much profit as he would make on 
something where he had to devote overhead, where he had to devote 
his engineering, where he had to devote a lot of work to the contract. 

On the other hand, let us take another case not as extreme. You 
give a prime contract to a man and he subeontracts a part of that. 
He has to put his engineers in the subcontractor’s plant. He has to 
show him; he has to set up the teoling; he has to set up the inspections; 
he has to perform a continuing service and a lot of service to be sure 
that the Government is getting what it is supposed to get. I think 
that fellow is entitled probably to as much as if he had done all the 
work in his own plant. 

So that there is an infinite number of gradations between the two. 
Part of the firm policy of the Department of Defense in this picture— 
it is one that we are really making every effort to make solid all the 
way down through the procuring officer chain—is that they shall not 
authorize, help, encourage, recommend for tax amortization or for a 
loan or anything else, anybody who expands his facility, if there is 
open capacity elsewhere, competent capacity open to perform that job. 

Mr. Srkes. Would you like to have this report to study? 

Mr. Sau. Yes; very much. 

Admiral Ringe. We would like to have an opportunity to analyze it. 

Mr. Smauu. We shall give you a report on it, 
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EXPERIENCES OF FLORIDA FIRMS IN EFFORTS TO SECURE CONTRACTS. 


Mr. Srxes. I have another report from the same source dated April 
10 of this year, from which I want to quote, concerning some of the 
actual experiences which people from my State encountered in visits 
with contracting officers and with prime contractors. Frankly, I am 
picking out some of the worst examples for quotation. There are a 
number of others listed and I shall furnish this entire report to you for 
your inspection, if you wish. I should like to have your comment 
on these quotations. The first is concerned with Wright Field, the 
Directorate of Procurement and Industrial Planning: 

In general, nobody in this office wants our survey. New Orleans dropped one 
similar to the Miami survey, i. e., 2,000 lathes—on them last week; and when I 
said I would like to see it, no one could find a copy. 

That referred to a survey of what New Orleans industry could do, 
what Miami industry could do, or what all Florida could do. 

The next is General Motors Corp. : 


I hardly got in the front door—a Mr. Green of their Purchasing Division 
informed me that all defense purchasing was done in the individual plants. 


Then from Packard Motor Car Co.: 


Mr. Reese was leaving town for the week end as I entered his office. I talked 
to him about 5 minutes. He suggested I write him putting forth the details and 
listing a few of the Florida manufacturers who are interested in producing for 
Packard. 

He then turned me over to a Mr. Brody who had been recently transferred to 
his department. After a pleasant chat about Florida I left. 


The next is the New York Quartermaster Agency: 


Miss Henderson does not think Florida firms will be able to compete with New 
York’s garment manufacturers. ‘‘The industry is terribly competitive, just 
terribly. New York manufacturers are willing to contract for less profit, then; 
of course, Florida is so-o-o far away.”’ 


The next is the Armed Services Medical Procurement Agency in 
Brooklyn: 


Lieutenant Comstock was not sure whether or not they bought most of their 
surgical instruments from three or four suppliers or from a host of smal! ones. 
In any event, the instruments are described in their catalog No. 3. 

This office has not indulged in production planning. Lieutenant Comstock 
said, ‘We buy nationally and could not begin to plan the production of plants in 
48 States and we have been securing very low bids on the stuff we buy.” 


The next is the Signal Corps Procurement District, Philadelphia. 
He was talking to two Signal Corps officers, and says: 


They said they get quotations from as many as 50 firms on most procurement 
items, and that dispersal may be a problem for planners but that it did not worry 
them. They ignored it. In effect, that is what they said—‘‘We let contracts 
to the lowest competent bidder—regardless of location.” The ‘‘competent”’ is 
a hooker, too. If a firm has done work for Signal heretofore, he is evidently a 
long way toward being competent—despite firm histories, skilled personnel, 
equipment, ete. 


Summarizing he says: 


Practically all of the procurement offices are contracting primarily by negotia- 
tions. I found no office which wanted the complete Florida industrial survey. 
Some offices expressed interest in specific parts of the survey, but generally they 
preferred to have letters and brochures from the individual manufacturers. 

Dispersal of contracts te prevent concentration in the primary target areas, 
with the possible exception of one procurement office, does not enter into the 
picture whatsoever. 
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Small business, as such, is being disregarded. Some of the procurement offices 
are paying lip service to the small-business man by setting up small-business 
advisers and utilizing other devices to soften the blow as much as possible when 
their office is visited by the small-business man. However, small business is not 
receiving contracts in quantities, even small business as measured by the Federal 
Government—500 employees or less. It is believed that one of the contributing 
factors to this general apathy toward what is happening to small business is the 
switch from letting contracts by advertising to negotiation of contracts. Con- 
tracting by negotiation tends to be contracting with “firms who have done work 
for us before” or ‘‘firms that have been planning with this office since 1947.” It 
apparently does not occur to the procurement offices that small business does not 
have the capital or personnel to go running around the country “‘planning”’ with 
procurement offices. Also, this type of thinking entirely omits those firms which 
have been started since Worid War II. 

The distribution of invitations to bid and specifications, in some offices, was 
limited sharply. They print a relatively small number and when those are gone, 
they send out a form letter notifying manufacturers that their “limited supply 
was exhausted.”’ 


* * * * * * a 

The present rationing system employed by the Federal Government appears 
to discriminate against small business. The ‘‘end-product ban’’ type of control 
puts many small firms out of business, or at least necessitates complete conversion 
to another product. The targer firms with a number of products only have to 
worry about a small proportion of their output. 

It is believed that the present restrictions on allowances for overhead costs 
and profits on subcontracted portions of prime contracts severely handicap the 
announced policy of all procurement sections on subcontracting. It seems almost 
like double talk to tell the prime contractor to subcontract as much as possible, 
and then penalize him for doing it. The reasons for these restrictions were not 
coherently explained by any office, especially since the offices have limitations 
and controls on prime contracts. 

Mr. Small, what I have tried to do is show you the practical diffi- 
culties that these people from my State encountered when they went 
from office to office trying to sell Florida business, or trying to get 
Florida industrial firms an opportunity to participate in Government 
contracts. 

I take everything that you have said to be absolutely sincere. 
I certainly have a great deal of confidence in you. I know that you 
are trying to do a good job. But it is a long way from where you sit 
to the fellow who is letting the contracts or the subcontracts. 1 realize 
that the difficulties are such that it is an endless job to get contracts 
in the hands of small business. I hope that you realize we are far 
short of the objectives we seek and that endless effort is necessary to 
give small business a proper share of defense orders. 

Mr. SmaAutu. We surely are. I do not bekieve there is a thing that 
has been mentioned here that I have not heard many, many times 
before. There is no point in going into all of the details at this moment. 

Mr. Srkes. I would not expect you to and I would not want to take 
the time of the committee to do it. I have given those documents 
to you. If you want to analyze them you may put anv reply in the 
record that you wish. I shall ask permission of the committee that 
vou be allowed to do that. I should also be interested personally 
in having any comment you care to make on the matters I focused 
attention on. 

Mr. SMALL. There is no magic wand in doing this. This is a tough 
problem. I understand the frustrations that some of these little 
fellows go through when they think of, this huge flood of stuff that is 
coming out. But it is not going to places where they are. In other 
words, if you take away aluminum from the venetian-blind fellow, he 
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does not know how to make anything else. He has got to learn. 
He has actually got to go out and sell whatever tools he has. 

Mr. Sixes. I realize there are serious difficulties. I don’t think 
they are insurmountable. Yet I know that not all small business 
plants are readily capable of conversion to defense orders. 

Mr. Smauu. That is right. We are making progress, that is all I 
can say. We are doing our best to move ahead. 

Mr. Sixes. I am sure you are. 


Piror PLant To MANUFACTURE TITANIUM 


May I add one other observation? At some point in this discussion, 
today or some other time, I should like to ask some questions about a 
pilot plant for titanium. I understood that that was something to be 
discussed with you as Chairman of the Munitions Board. Am | 
right about that? 

Mr. SMauu. You are right, because I am very interested in the 
setting up of a pilot plant for titanium. We are rapidly running into 
a& very serious problem on our jet engines because of the materials 
that we use under the high-temperature conditions in the jets; the 
metals that go into the jets—columbium, cobalt, nickel, and so forth— 
are getting scarcer all the time and we have to turn to other things as 
best we can. The scientific people, the research people, tell us that 
there is great promise in titanium for that jet application. The 
civilian use of titanium for comparable application in peacetime 
would probably be very small. Therefore it seems to me to be some- 
thing that the Government has to go into and really do something 
about putting up a pilot plant. 

Mr. Stxes. Frankly, I have followed this for a number of years 
and it has been my hope that your people would take the initiative 
and build a pilot plant. 

Mr. Smaui. We cannot under our authority or under our money. 
It isa job that very clearly rests in the Defense Metals Administration 
of the Department of the Interior. They have the money and they 
have the authority under the Defense Production Act. Unfortunately, 
at the moment, they have not got the money and they are up here 
on the Hill asking for more money for the purpose of putting up a 
titanium plant among other things. 

Mr. Stkxes. Are they asking for the money, that is the important 
thing? 

Mr. Satu. Yes. I am very sure it is in that program. It is one 
of the things that we wish we could do but we cannot do it under our 
money or under our authority. 

Mr. Stxes. That is all; thank vou. 


AvTHORITY AND CoMPOSITION OF THE Munitions BoarRpD 


Mr. WiceieswortH. Mr. Small, when you say the Munitions 
Board lays down this policy, who is it that lays down the policy? 

Mr. Smatu. Let us look at at this way 

Mr. WiccieswortH. How many people are there on the Board? 

Mr. Smatv. That is what I was going to explain; the armed services 
together, the Army, the Navy, and the Air Force together are the 
biggest business organization in the world. 
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Mr. WiaGieswortH. What I want to know is the composition of 
the Board, Mr. Small. 

Mr. Smauu. The three procurement secretaries; one from the 
Army, one from the Navy, and one from the Air Force. 

Mr. WicGLEeswortu. Assistant Secretaries? 

Mr. Smautu. The Under Secretary of the Army, the Assistant Secre- 
tary of the Air Force, and the Assistant Secretary of the Navy; those 
three men are the men who control the business aspects of their indi- 
vidual departments. They are the three members of the Munitions 
Board plus myself as chairman. 

Mr. WiaGueswortu. So, four members of the Board make the 
policy? 

Mr. Smauu. That is right. 

Mr. WiaGLeswortu. The Board, as such, has no authority to put 
that policy into effect; that is up to the individual departments, as I 
understand it? 

Mr. Sma. The Board puts the policy into effect, but it does not 
operate 

Mr. WicGLeswortn. It makes the policy? 

Mr. SMAuu. It does. 

Mr. WiacLteswortH. What is the use of a policy if it is not carried 
out? 

Mr. Smauu. The three men responsible in the departments for 
carrying out the policy sit on the Board that makes the policy. 

Mr. WicGiesworrn. I understand that, but what is the use of a 
policy if it is not carried out? For instance, you state in your opening 
statement that— 


The Muntions Board has reiterated to the three military departments and has 
included in the armed services procurement regulation, its mandate— 


whatever mandate means here 


that negotiated procurements, as well as formally advertised procurements, shall 
be broken down into reasonably small lots to permit making multiple awards. 


You also stated that— 


While the declaration of an emergency in December 1950 greatly increased the 
use of negotiation as a method of procurement, it is interesting to note that the 
percentages of awards to small business have risen steadily during the first quarter 
of this calendar year. 


AWARDING OF CONTRACTS FOR ARMY SHOES 


Recently I have received a great many wires and letters from my 
part of the country. If I had known you were coming this morning, 
I should have brought some of them along with me. I have with 
me only one wire which comes from the Associated Shoe Industries 
of southeastern Massachusetts. It states, among other things, that 
the association is greatly disturbed by the Army-Navy procurement 
policy of placing great concentrations of military shoe contracts with 
the large shoe manufacturers of the country. It goes on to say that 
skilled shoe workers, facilities, and so forth, are available for military 
shoe production in smal! companies in the area, which have all been 
surveyed and approved as defense facilities; and that military shoe 
orders are needed in the worst way to prevent lay-offs of great numbers 
of shoe workers, and thereby the elimination of defense facilities. 
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I understand that a large order for army shoes was recently broken 
up among some 28 competing firms, but that the Army and Navy 
subsequently decided to change the prevailing procedure and in fact 
to move away from negotiation in the opposite direction from that 
in which vou tell us they have been moving; and that as a result the 
last big Navy award went to four concerns, all or nearly all of them 
large concerns, among 31 bidders, when there were comparatively 
small differences between the bids that were submitted. 

I do not know just what the situation is. I know that Congress 
has to put on the books, on one or two occasions, a provision intended 
to provide that small business should be properly taken care of, 

The particular concerns, from whom | have heard, as you probably 
know, won most of the Army-Navy E Awards during World War I, 
and yet today they fear, by reason of the policy or change in policy 
that has apparently been put into effect recently, that they are going 
to be frozen out and a good many of them shut down. 

Mr. Smauy. The change in policy to which you refer is the shift- 
over into negotiation. Without the shift-over into negotiation it 
would be impossible to do what you and I want to do, which is to 
spread this load among many; because, under the law, you would have 
to permit anybody to get either all or nothing, in order to get the low 
price; in other words, they would have to take the low bid by the large 
concern. Under negotiation, we can deliberately split it up among 
smaller concerns. 

Mr. WicGLeswortH. But in this instance you have moved away 
from negotiation. 

Mr. Smautu. May I come to that? Will you permit me to come to 
the point? The policy is perfectly clear. The policy was adopted 
by the Board, by the very men who control procurement. And that 
policy says you must split it up wherever it is practicable. It says 
that you must give as much as you can to small business. Now, I 
cited an instance here of the Army. I do not know about the case 
you are talking about; we can check it. But here is one where there 
is an order for 980,000 pairs of combat boots which was distributed 
to 17 manufacturers including 8 small businesses. 

Mr. WiceteswortH. What date was that? 

Admiral Rina. Within the last 2 or 3 weeks. I will get you the 
date of it. 

(The following was supplied for the record :) 


ComBat Boots 


Contract awarded, February 2, 1951. 

Involved, 980,000 pair shores, boots, combat russet. 
Procured by negotiation. 

Seventy-three suppliers solicited. 

Twenty-seven responses (quotations). 

Seventeen awards. 

Nine awards—large business. 

Eight awards—small business. 


Mr. Smatu. We monitor, we spot-check, we try to be sure that 
these fellows are trying to carry this thing out. There are people 
who go off the beam; that is human nature. None of us can be perfect. 
But nevertheless we are constantly hammering home on this thing: 
“Split it up, let small business get into it.’ The only way you can 
do it is through negotiation. 
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Mr. WicGLeswortH. Then why depart from the negotiation basis? 

Mr. Smaty. You mean the advertising basis? On the basis of 

advertising, this 980,000-pair order would have gone to one big firm. 

Mr. Wicaieswortn, All I can say is that my information is to the 
effect that there has been a shift from the negotiation basis, which 
was in force, to the advertising basis, which has resulted in a large 
order going to four for the most part larger shoe concerns in this 
country, as compared with some 28 concerns, when the bidding indi- 
cated only a few cents difference between the bids submitted. 

Mr. Smauu. Can you give us the specifics, Congressman? If I can 
get the specifics, we can check on it. 

Mr. WiacGieswortu. I shall be glad to get you the specifics. I am 
sorry I do not have them here this morning, but I shall be glad to 
get them for you. I have given them to almost everybody else in the 
picture, but I shall be glad to give them to you also. 

Mr. Smauu. We are the ones really who should have them, because 
it is our job 

Mrl Wica.tesworrn. [ have assumed that the Under Secretary of 
the Army would be the person primarily concerned in this instance? 

Mr. Sau. That is correct. 

Mr. Wiageiteswortu. And therefore I went to him. I shall be glad 
however to provide them for you also. That is all, Mr. Chairman. 


AWARDING OF CONTRACTS TO SMALL BUSINESS 


Mr. Scrivner. Mr. Small, many of the statements that have been 
made to my office are similar to those that Mr. Sikes and Mr. Wiggles- 
worth have referred to here. Listening to your statement and analyz- 


ing it a little, what vou set out there would be called “‘par’’ in golf; 
in other words, it is the ideal. 

Mr. Smatu. Those are the ground rules that we are trying to make 
these men follow. 

Mr. Scrivner. But when you get out on the course, it just does not 
work that way. There are a lot of ‘flubbed shots.” 

Mr. SMauu. There are a lot of flubbed shots, but the figures which 
I gave you, Mr. Scrivner, of the progress that we are making and the 
percentage of awards and of dollars going to small business, show that 
we are moving toward the right results on the over-all. There will 
always be individual sore spots. 

Mr. Scrivner. Yes, of course. But the attitude that Washington 
takes as to what is small business and the attitude of the folks out in 
my part of the country as to what is small business are certainly widely 
divergent. 

Mr. Smauu. What about the 500? 

Mr. Scrivner. Out our way, a plant employing 500 people is a 
pretty good-sized plant. 

Mr. SMAuL. Mr. Scrivner, we are men who are trying to do the job. 
Congress gives us a definition, saying this is small business and this 
isnot. Wedid not make that one up. 

Mr. Scrivner. I do not think I did, either, but that is not an 
insurmountable obstacle, as you well know. 

Mr. Smautui. No. But it is the measure that we have to take. 

Mr. Scrivner. If a 500-employee plant is a small business, certainly 
one of 75 or 125 is also a small business? 

Mr. SMa... Yes, sir. 
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SUBCONTRACTING 


Mr. Scrivner. But they are not getting a very good break on some 
of these things. In your statement you said something about the 
requirement for subcontracting. When one of these prime contractors 
gets a contract, is there anything in the contract that says that he 
must subcontract any part of it? Is there any pressure put on him to 
subcontract? 

Mr. Sma.u. Very definite pressure to subcontract. I think I made 
the statement in my opening remarks, that General Marshall’s direc- 
tive is “the aggressive encouragement or requirement of subcon- 
tracting by prime contractors.’ And we are pursuing this policy 
aggressively and procurement officers have been directed to take par- 
ticular account of the extent of subcontracting the prime contractor 
is willing to do as one of the factors in the negotiation and pricing of 
prime contracts. 

Mr. Scrivner. All right; let us stop right there. And that is done 
regardless of what the effect may be upon the cost of the end item? 

Mr. Smatu. No, sir. I said, everything else being equal, the fellow 
who would agree to subcontract will get it as against the fellow who 
will not. 

Mr. Scrivner. I have one situation to which I am going to call 
the attention of the chairman of our committee a little later, in which 
one of the men interested in the production end told me that they could 
make a reduction of between 18 and 25 percent in the cost of the end 
item, to Uncle Sam, if they were not required to subcontract. So 
that while it might be a nice thing to do to get subcontracts out, 
there is another angle to it; that is, if it is costing that much more to 
get the end product, and while a few subcontractors may be getting 
help, the taxpaver is getting hurt. 

' Mr. Smatu. In order to do it, the man you are talking about—] 
have no idea who he is—but in order to do it, the man might have to 
install new facilities of some kind. 

Mr. Scrivner. I do not know anything about the details of the 
contract. I have not had time to go into it. We have been requested 
to pay a visit, but, of course, we do not have time to go. But he has 
been in the game for an awfully long time and I assume he knows what 
he is talking about. 

Mr. SMatu. May I make a comment there? 

Mr. Scrivner. Surely. 

Mr. Smaty. Normally, in most manufacturing business, if vou per- 
mit complete integration, you can reduce your costs, because you do 
not pay a profit to the other firm who is supplying something. If we 
use this war effort to encourage complete integration, we are going 
straight down the road toward monopoly. 

Mr. Scrivner. I suppose if it were carried to its extreme eventually 
that would be the result. But there must be a happy medium, where 
you do not penalize the taxpayer too much through excessive costs 
and vet do not concentrate all of the contracts in the hands of a few 
which apparently is still being done, according to the statement that 
Mr. Wigglesworth had. Of course, now we have no way of telling. 
We did have some information available to us until the action was 
taken curtailing the publication of contracts awarded. Now we have 
no way of knowing where contracts go, or their size or the frequency 
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with which they are made, or the firms that are getting contracts, or 
anything else. 

Admiral Rine. We are still making a report to Congress regarding 
contracts. . 

Mr. Scrivner. Who gets it? I have not seen any. 

Admiral Rine. Reports are made to the Congress twice a year. 

Mr. Scrivner. Well, that does not do any good. By that time 
the train bas gone. What I am talking about is the same thing that 
Mr. Small is talking about ; they stopped printing these Department of 
Commerce Field Service reports. 


PUBLISHED INFORMATION REGARDING GOVERNMENT CONTRACTS 


Admiral Ring. Mr. Scrivner, J am sorry, but I thought you meant 
Munitions Board reports. The Department of Labor puts out a 
publication once a week, required by law, under the Walsh-Healey 
Public Contracts Act, of which thousands of copies are distributed, 
showing every contract in excess of $10,000, to whom awarded, and 
so forth. That is available and that has been going on for years. 

Mr. Scrivner. Does that have the same information that the 
Department of Commerce Bulletin had? 

Admiral Rinec. More information, much more. 

Mr. Scrivner. There must have been a lot of printing duplication, 
then? 

Admiral Rina. Yes, sir. 

Mr. Sma... It scares us, the amount of information in it, too. We 
are just pin-pointing these targets with a lot of this dope. 

Mr. Scrivner. Yes, but I imagine that, in many cases, the folks 
we are worrying ‘about know a great many more of the details about 
these things than Members of Congress, even though we ask questions 
and pry, and so forth. We still do not get the complete picture. 
Would you give me the name of that report? 

Admiral Rine. It comes. from the Public Contracts Division of the 
Department of Labor. It is published weekly by Mr. McComb, who 
is the Administrator of the Public Contracts Division. I am sorry 
1 do not have a copy of the report here. I can send you one if vou 
wish, sir. 

Mr. Scrivner. No; that would just be duplication. All that is 
necessary is to call Mr. McComb and have it sent up. 

Mr. Manon. The Department of Commerce is still publishing some 
information, as I understand it. 

Mr. Scrivner. You read their reports and see how much informa- 
tion you can get out of them now. It is practically nil compared to 
what information was given out prior to the 7th of March. 

Mr. Suepparp. If vou will parden an interjection there, Mr. 
Scrivner, I believe that that function of the Department of Commerce, 
which, by the way, was started about 7% months ago, was for the 
purpose of acquiring information for the procurement offices of the 
respective military Departments, compiling it and then disseminating 
it through the chambers of commerce in the United States, with the 
stipulation that such chambers of commerce were to disseminate that 
information to nonmembers as well as members. With two excep- 
tions, they have done a pretty fair job of it, in their particular function. 
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Now, who gets the subcontracts, of course, that is not reflected in 
any manner through the Department of Commerce publication, at all. 

Mr. Scrivner. Well, it was prior to the 7th of March. 

Admiral Ring. May | add something, sir? ‘There are two pro- 
posals. What you are talking about is the dissemination of bid 
information? 

Mr. SHEPPARD. Yes, sir. 

Admiral Ring. What Mr. Scrivner is talking about is the dissem- 
ination of award information, which Mr. Small referred to in his 
statement. 

Mr. Scrivner. Which was stopped. 

Mr. SmMauy. Not stopped, sir. 

Mr. Scrivner. You took out the information that I would like to 
have as one Member of Congress. 

Mr. Sma. It still gives the name of the firm; it still gives the 
location; it still tells what the thing is. 

Mr. Scrivner. But that is about all. 

Admiral Rina. Jt does not give the dollar amounts nor the quantity 
of items. 

Mr. Sertvner. And in many cases it does not give the item or the 
numbers. 

Mr. Manon. Was that done as a national-defense precautionary 
measure? 

Admiral Rina. Yes, sir. 

Mr. Smauu. We are between the millstones on this thing. We are 
under terrific heat all the time, within and without Government, 
because we are telling the Russians too much. It is very easy to 
read these things in sequence and find out exactly what we are doing. 
We have a very real danger of saboteurs coming in to operate. It 
they know everything is concentrated in 10 plants—and that is a key 
thing—they can go and get the information from these reports. 

Mr. Scrivner. | thought you said you were trying to keep it from 
being concentrated in key plants. 

Mr. SMAuL. I| said “10 plants’’; or 20 plants. You are not going 
to have a key thing in a thousand plants. 

Mr. Scrivner. That is right; I agree with you on that. 

Mr. SMALL. It is a very real security risk. We have that on the 
one hand, and the desire on the other hand to try to give information 
to the contractors. 

Mr. Manon. I am constantly being reminded, every day, that we 
are telling the enemies of the United States our innermost secrets. 
That goes on every day. We have a democracy, and the desire for 
freedom of speech and press; but, if any nation in the history of the 
world has laid its breast bare to the enemy and the potential enemy, 
the United States is doing it at this time. This situat*on alarms me. 

Mr. Suepparp. Not only freedom of speech, but freedom of curi- 
osity. 

Mr. SMAuu. What we are trying to do is to give them the most in- 
formation we can without taking undue risk on security. I am very 
much against overclassifying of security, but where it looks lik» a 
real risk I agree that we ought to hold it up. 

Mr. Scrivner. Well, I have one more question, Mr. Small. 

(Discussion off the record.) 
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Mr. Manon. Mr. Small, thank you for giving us the benefit of your 
judgment with respect to some problems that concera us and the 
es very much. 


Miuitary EXPENDITURES 


I think, in concluding the hearing, it would not be inappropriate to 
put some basic information in the hearings here as a statement of the 
over-all national-defense picture. 

I have before me three tables prepared by the Department of De- 
fense and made available to me by General Moore, of the Office of the 
Secretary. The first table is the relation of the United States military 
expenditures to total Government expenditures‘and gross national 
product. The next table is the relation of United States military 
expenditures and total defense expenditure to gross national product. 
The next table is a variation of the same information. 

These tables show something that we already know, but the infor- 
mation is in excellent form. The tables show that in 1952 it is esti- 
mated that 12.3 percent of our gross national product will be for mili- 
tary expenditur es. In other words, there is a lot of business that is 
not now engaged in war production and defense production. 

Mr. SMALL. Oh, yes. 

Mr. Manon. A huge amount. 

Mr. Smauu. Yes; huge. 

Mr. Manon. During the peak of World War II, about 40 or 45 
percent of our gross national product went into the defense effort. 

Mr. Smauu. That is right. 

Mr. Manon. But, of course, it is not possible in the early phases of 
this build-up program to throw that large a quantity of our national 
product into national-defense production. It is not physically im- 
possible to do that. It takes time to tool up and get going on the con- 
sumption of these various resources in the direction of national defense. 


BREAK-DOWN OF EXPENDITURES, 1941-52 


I thought it might be helpful to put those in the record at this point. 
(The tables are as follow:) 


Relation of United States military expenditures to total Government expenditures and 
gross national product 


[In billions of scnamnell 
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Relation of United States military expenditures and total defense expenditure to gross 
national product 


{In billions of dollars] 























Defense Department mili- 
Total defense expenditures ! tary expenditures 
Gross 
national 
product Percent of Percent of 
Amount gross national} Amount gross national 
product product 
\, gk ae ees 111.2 6.4 5.8 6.1 5.5 
Fiscal year 1042.................. 142.1 27.0 19.0 23.6 16.6 
Fiscal year 1943.................- 180.9 70.3 38.9 63.1 34.9 
Fiscal year 1944......_.._____.-- 204.9 84.4 41.2 76.1 37.1 
Fiscal year 1945.................- 220.9 88.6 40.1 79.8 36.1 
Fiscal year 1046...............-- 204.7 43.2 21.1 41.9 20.5 
Fiscal year 1047................. 223.7 14.9 6.7 13.7 6.1 
Fiscal year 1948_................- 245.7 11.7 | 4.8 11.1 4.5 
Fiscal year 1949._...___._____. : 261.2 12.8 | 4.9 11.8 4.5 
Fiscal year 1050.................. 260.8 12.9 | 4.9 11.9 4.6 
Fiscal year 1951 (estimate) -_-_---| 305. 0 25.0 | 8.2 19.4 6.4 
Fiscal year 1952 (estimate) ____._- | 320.0 48.0 | 115.0 39.5 12.3 
| | 








! Total defense expenditures are expected to reach 20 percent of gross national product by the end of fiscal 
year 1952, 


Relation of United States military expenditures and total defense expenditures to 
gross national product 


[Converted to constant 1950 dollars, in billions] 




















| me 
- s . Defense Department mili- 
ss | Total defense expenditures ! tary expenditures 
ross 
national | 
product | Percent of Percent of 
Amount jgross national) Amount | gross national 
product product 
NE NE OE oe te cceenusae 195. 7 10.9 5.6 10.4 5.3 
Fiscal year 1042.................- 228.9 | 42.0 | 18.3 36.7 16.0 
Fiscal year 1943._......-..- i 266.5 | 105. 4 | 39.5 94. 6 35.5 
Fiscal year 1944._............-..- 289. 2 | 126.6 | 43.8 114.2 39.5 
Fiscal year 1945................. 302.6 | 134.6 44.5) 121.2 40.1 
Fiscal year 1946.............. . 260.6 | 58.5 22.4 56.7 21.8 
Fiscal year 1947............-.-.. 248. 9 | 16.8 | 6.7 15.4 6.2 
Fiscal year 1948................-. 257.5 | 12. 4 | 4.8 11.8 4.6 
Fiscal year 1949....._.......-- 265.4 | 13.4 | 5.0 12.4 4.7 
Fiscal year 1950....----..........| 260.8 | 12.9 | 4.9 11.9 4.6 
Fiscal year 1951 (estimate) _-__--_-| 305. 0 25.0 | 8.2 19.4 6.4 
Fiscal year 1952 (estimate) ______- 320.0 | 48.0 | 15.0 39. 5 12.3 








Mr. Smatu. I wonder if I could take a minute, Mr. Mahon and 
Mr. Chairman, to explain something to you which I do not think is 
commonly understood? 

Mr. SHEPPARD. You may. 

Mr. Sau. I wish I had a red pencil and a blue one, to show you 
the difference between these two [indicating]. 

There are two ways of doing this job of getting national security in 
terms of end production, like guns and bazookas. One way is to 
make them just as fast as you can make them and build up a mountain 
of end-product reserves. 

Mr. Manon. In other words, peak the industry and then drop off? 

Mr. Smatu. Yes. I think it would ruin our country if it were done 
that way. 

Mr. Manon. Of course, if the war started just as we got to the 
peak it would be the thing to do. 
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Mr. Sma.t. It would have been the thing to do. It is a calculated 
risk. 

Mr. Manon. Surely. 

Mr. Sma. The other way is to get what you have to have at this 
minute and try to have a production line in being which will permit 
us to turn this all out should war come, and stay on this plateau. 

Mr. Manon. That is a broad mobilization base that we have con- 
sidered and discussed. 

Mr. Smauu. That is right. That is what we are trying to do. 

Mr. Manon. It seems to be, as far as we can foresee the future, a 
meritorious program. 

Mr. SHepparp. Very well, Mr. Small. May I say to you and the 
gentleman with you that we appreciate your appearance. You have 
clarified considerable of the problems the subject of inquiry upon the 
part of the committee. Iam sure that collectively we all appreciate 
the fact that you do have a tremendous responsibility in the allocation 
of contracts and various and sundry other attributes that go into a 
reasonably balanced economy. 

I think it is clearly evidenced from the statement you have made 
and the responses you have given to inquiries that the situation has to 
to be viewed upon the following premise, to wit: That while we are 

going into an expanded procurement program for the military we are 
diligently trying to mesh that program into the national economy in 
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Br order that we will not destroy or reduce the national production 
“i ability. In so doing, it is obvious we are taking a certain percentage 
ei _ of military risk. However, it is considered that that percentage of 
of _ military risk is justified when the over-all economy of the Nation 
- ' is considered. 

‘mi Under those circumstances, I will have to admit that in general I 
5.3 _ think we are doing a pretty fair job. Individually, I think it is rather 
2  £— difficult to handle control of one part of our economy and not all of it 
3.5 spontaneously, because we are so closely interwoven in our economic 
21.8 operations that, if you interfere with one, if you are not extremely 
7 careful, you are going to interject complications into other sectors 
47 — of your economy. To be perfectly frank about it, personally I am in 


no manner envious of the position you gentlemen occupy. 

It has been nice to have you here. We appreciate your presence 
and thank you for the information you have given the committee. 
Mr. Smauu. Thank you, Mr. Chairman and gentlemen. 
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TuHurspay, May 17, 1951. 


OFFICE OF DEFENSE MOBILIZATION 


WITNESSES 


CHARLES E. WILSON, DIRECTOR OF DEFENSE MOBILIZATION 

HERBERT A. BERGSON, GENERAL COUNSEL, OFFICE OF DEFENSE 
MOBILIZATION 

RAYMOND G. FISHER, ASSISTANT TO THE DIRECTOR, OFFICE OF 
DEFENSE MOBILIZATION 


PRODUCTION AND INDUSTRIAL Aspects OF DerENSE APPROPRIATIONS 


Mr. Manon. Some of us have been about this business of Govern- 
ment expenditures and appropriations for a long time. In view of 
world conditions we are going into a new and unpredictable field in 
the future. During World War II, we spent as much as 45 percent of 
our productive effort for defense, as I understand it. The President 
in his military budget message estimated probably about 20 percent 
of the national output in fiscal 1952 would be military. Following the 
cessation of hostilities in World War II, we tapered off rapidly, re- 
scinded certain appropriations, and so forth, and we appropriated 
money prior to Korea and after World War II at the rate of about 
$12 billion or $15 billion a year. At that time, our military appropria- 
tions, I believe, were equivalent to about 6 percent—between 4 and 6 
percent—of our national income. In other words, military spending 
did not have very much of an effect on our economy, practically 
speaking. 

Mr. Witson. The impact was much less. 

Mr. Manon. Yes. We are going into an appropriation of much 
larger proportions during the current fiscal year. We are going to 
spend—speaking of spending as opposed to appropriations—about 
$19 billion or $20 billion, during the current year and during the fiscal 
year 1952 we will probably spend about $39.5 or $40 billion in our de- 
fense program. I am speaking particularly of the Army, Navy, and 
Air Force, without reference to ECA, Atomic Energy, stoc ‘piling, and 
so forth. 

Mr. Witson. The supplemental items will make it much higher than 
that. 

Mr. Manon. Yes; will make it much higher. Now, it seemed wise 
to the members of the subcommittee handling this $60 billion appro- 
priation to have somebody in authority come down here and tell us 
whether or not we have the raw materials and the resources and know- 
how, and so forth, to properly utilize the $60 billion which we are being 
requested to appropriate. There is no use providing money that can- 
not be spent. There are certain limitations. 

Mr. Witson. That is true. 

Mr. Manon. We cannot always put our finger on where those 
limitations are. So against that sort of background, we would like 
to have a statement from you. Also, we are interested in the impact 
on small business, big business, and so forth. 

Let me ask you this, before you begin your statement. You spend 
a great deal of your time in making speeches trying to keep the 
American people informed. 

Mr. Wixtson. Yes; a great deal of my time. 
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Mr. Manon. And appearing before congressional committees. 
Mr. Witson. Yes, sir. 













































RECORD OF MR. WILSON’S APPEARANCES BEFORE CONGRESSIONAL 
COMMITTEES 








SE Mr. Manon. Will you cite for the record—you can have one of 
“aah _ your assistants do it—the dates upon which you have made statements 
- to other committees of Congress in order that, if we wish to explore 
_ other statements you have made, perhaps with further reference to 
a. - these matters or with reference to other angles of the problem, we can 
ion _ have ready reference to those statements. 
vam, Mr. Bereson. We can furnish you with the dates and also send 
at ' copies of all of his statements. I think we can do that. 
i Mr. Manon. That would make it convenient for the committee. 
of ; (The information requested is as follows:) 
ont ; STATEMENTS BY CHARLES E. Witson, Director, Orrice or DEFENSE 
ent M oBILIZATION 
» 
the January 18, 1951: Testimony before the Senate Select Committee on Small 
re- Business. Mimeographed. Printed in hearings before the Select Committee on 
ted Small Business, part I, January 18, 1951—entitled ‘Material Shortages.” 
yut January 26, 1951: Statement before the Joint Committee on the Economic 
‘1a- : Report. See hearings entitled ‘January 1951 Economic Report of the President.” 
16 January 22, et seq., page 197. (This statement not mimeographed. Mr. Wilson 
: j spoke from an outline.) 
Ing February 8, 1951: Statement before the Joint Committee on Defense Production, 
lly Not mimeographed. See Defense Production Progress Report No. 2. 
February 21, 1951: Statement on the St. Lawrence seaway and power project. 
Mimeographed. Printed in hearings before the House Committee on Public 
Works, part I—entitled “St. Lawrence Seaway.” 
ich : March 7, 1951: Statement re request for a supplemental appropriation for 
to a “Expenses of defense production.’”’ Typed copy. Printed in hearings, House 
out i Appropriations Special Subcommittee, entitled “Third Supplemental Appro- 
an é priation Bill for 1951—Emergeney Agencies.” 
Ca £ March 28, 1951: Statement before the Senate Appropriations Committee re a 
de- i request for a supplemental appropriation for ‘“‘Expenses of defense production.” 
und : Mimeographed. Hearings to be printed. 
und ; April 4, 1951: Statement before the Joint Committee on Defense Production on 
the ODM Quarterly Report to the President on progress of defense mobilization. 
Mimeographed. Hearings to be printed. 
han May 7, 1951: Statement on 8S. 13897 re amendments to the Defense Production 
; Act before the Senate Banking and Currency Committee. Mimeographed. 
vise Hearings to be printed. 
: May 8, 1951: Statement on H. R. 3871 re amendments to the Defense Produc- 
ro- tion Act, before the House Banking and Currency Committee. Mimeographed. 
| us Hearings to be printed. 
ow- May 17, 1951: Statement on production and industrial aspects of the appro- 
‘ing priation requested by the President for the Department of Defense. Before the 
an- Armed Services Subcommittee of the House Appropriations Committee. Mimeo- 
| graphed. 
Mr. Manon. Now please proceed. 
108e Mr. Witson. Now that you have told me the line you are interested 
like - in exploring, I am not sure I have covered that line fully here, but I 
vact will give you what I have on it. 
Mr. Manon. And you can elaborate. 
end Mr. Wiuson. And I will elaborate on it if I am able to do so. 
the Mr. Manon. And you may eliminate whatever you want. We will 


put it in the record as written, but if you want to add or eliminate 
anything, all right. 
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GENERAL STATEMENT 


Mr. Witson. I am appearing before your committee to discuss 
briefly the production and industrial aspects of the appropriation 
which the President has requested for the Department of Defense for 
the fiscal year 1952. 

The amount requested—somewhat over $60 billion—is the total 
the Department of Defense and the President believe will be required 
to meet our current goals of military strength and mobilization readi- 
ness. These goals and the computations of requirements to meet 
them are, of course, subject to change, depending on developments 
throughout the world. I believe the Deputy Secretary of Defense 
has already indicated this to you. 

My job as Director of Defense Mobilization is to see that the mili- 
tary requirements—as they are approved by the Congress in the 
military appropriations—are met, and met as nearly as possible on 
time. 





REVIEW OF PRODUCTION BY MOBILIZATION AGENCY 


As soon as this budget estimate became reasonably firm within the 
Department of Defense, the mobilization agencies began reviewing 
the production job in the light of these estimates to determine the 
feasibility of the program and what steps are necessary to carry it out. 

That, I take it, is the point you wanted me to cover. 

Mr. Manon. That is right. 

Mr. Witson. This review is not yet complete and indeed cannot 
be until all the major items of production contemplated by this $60 
billion budget are spelled out in specific schedules. We can already 
say, however, that this large program is well within our capacities and 
in and of itself could readily be handled over the short run. The 
military program contemplated in this budget will at its peak consume 
less than 20 percent of our national production. In contrast, defense 
expenditures in 1944 accounted for 45 percent of our national product. 


OBSTACLES IN CARRYING OUT DEFENSE PROGRAM 
eo 


While there is no question in my mind as to the feasibility of this 
effort, we will encounter some obstacles in carrying out certain parts 
of the program. In fact, we are already wrestling with some difficulties 
and we will undoubtedly encounter more and greater difficulties during 
the coming year. 

A major problem which we have already encountered—and one 
which will become more severe—is shortages of alloy metals. Large 
quantities of high-grade alloys, and hence large quantities of tungsten, 
manganese, vanadium, chrome, nickel, cobalt, and the like are needed 
for modern armament such as jet engines, tanks, and other weapons. 
Some of these metals are normally used in large quantities in the 
civilian economy, and such uses generally can be and have been 
severely restricted. These metals are also required in greater quanti- 
ties for certain defense-supporting purposes—for example, the tool 
steels essential to the maintenance of civilian industry and the realiza- 
tion of the armament program itself. The difficult allocation problem 
that arises here is further complicated by the fact that for the most 
part the United States is dependent on foreign sources for these metals. 
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Moreover, the needs of other countries for these vital alloying metals 
are also rising because of the production programs they are under- 
taking in the great cooperative defense effort of the free world. Until 
we have solved the difficult problem of the alloying metals, through 
cutting back civilian uses, through increasing supplies—and I put 
emphasis on that—through employing substitutes, and through 
international and domestic allocations, we may lag in meeting some 
of our requirements. 

Apart from unusual problems arising from such shortages—which 
we are working strenuously to overcome—lI want to repeat that the 
military program as such can be accomplished readily. But the 
military program alone, as set forth in the appropriation now under 
consideration, is far from the whole story. 





INDUSTRIAL EXPANSION 


For in addition to military production, several other essential de- 
mands on our economy must be considered in rounding out the 
mobilization effort. The first is our problem of basic industrial ex- 
pansion. Another is the requirements of the other free countries in 
building their military and economic strength. A third is the demand 
of our national stockpile for stragegic and critical materials. 

The program of industrial expansion has two main purposes. First, 
it will iuiable us to maintain a high level of military production over 
a long period, if necessary, and as quickly as possible allow the civilian 
economy to resume its normal expansion. I estimate that this point 
can be reached sometime in 1953. Second, the industrial expansion 
program will provide us with a powerful economic base for conversion 
to all-out war production if in spite of our efforts we face the catas- 
trophe of global war. 

A few examples will indicate the scope and character of the basic 
industrial expansion which we are supporting. 

In recent years, this Nation has become an importer of both crude 
petroleum and refinery products. Domestic consumption has in- 
creased 70 percent since 1940 and the defense program can be expected 
to intensify demand. Moreover, though our foreign supplies are 
largely drawn from this hemisphere, the industrial vitality of the rest 
of the free world is dependent on supplies from areas of the world 
that are peculiarly vulnerable to Communist aggression. We are, 
therefore, expanding both refining capacity and well drilling. Re- 
fining capacity will be increased as rapidly as possible by 1 million 
barrels a day to a total of 8 million. 

In the case of the electric power industry, it is planned to increase 
capacity by some 30 percent over the next 3 years. Greatly increased 
power generation is necessary for such programs as atomic energy, 
aluminum, other light metals and alloy steels. More power will con- 
tinue to be necessary for the civilian economy. 

Similarly, our transportation systems must be maintained and 
strengthened. For example, we are supporting freight car production 
at a level double that of the years 1946-49. 

Also basic to the success of our mobilization effort is the achieve- 
ment of maximum farm production. In order to accomplish the 
goals established by the Department of Agriculture, we have re- 
cognized the importance of high production of farm implements and 
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increased output of fertilizers. These goals in turn add to the pressure 
on supplies of steel and rubber as well as sulfur and other basic 
chemicals. 

FOREIGN REQUIREMENTS 


I referred to the foreign requirements in mentioning earlier the 
problem of the alloying metals. These metals are typical of a wide 
range of raw materials in which a rapid expansion of foreign needs 
coincides with the sudden growth in our own needs, and thereby 
brings about a combined pressure on world resources. We are en- 
deavoring to work out with our allies satisfactory procedures for the 
fair distribution of these scarce materials among all of the free nations 
in accordance with the requirements of the combined defense mobili- 
zation effort in which we are engaged. In a situation of world-wide 
shortages, these are very difficult problems. A satisfactory solution 
in the case of each material is, however, extremely important, because 
we are dependent on foreign raw materials just as other free countries 
are dependent upon us. Our own defense mobilization program de- 
pends on a fair interchange of materials among all of the participating 
nations. 

STOCKPILING PROGRAM 


The stockpile program—the third additional essential element in 
our mobilization program—is bound up particularly with the world 
distribution of raw materials. ‘This is necessarily so since the mate- 
rials most critical in the stockpile picture come from foreign sources 
which might be cut off in the event of war. We are extremely for- 
tunate in the foresight of the Congress when it inaugurated the stock- 
pile program near the end of World War II. Our present stockpile 
resources, valued at over $3 billion, have permitted us in some in- 
stances to suspend current stockpiling in favor of meeting the more 
urgent demands of current production. In all instances we are care- 
fully considering all of the competing demands for these materials 
against the importance of adding to the stockpile. 

The total of all of these demands—military production, industrial 
expansion, foreign requirements, and stockpiling—represents a very 
large impact on our economy, particularly on certain key segments. 
We are in fact carrying out a mobilization effort far in excess of that 
indicated by the military program alone. In the case of steel, our 
most basic industrial material, well over one-third of our production 
will be taken by the mobilization program. Much closer to two-thirds 
of our supplies of aluminum and copper will be required. 

Nevertheless, we can still conclude that this program can be carried 
out with a minimum of dislocation and without widespread hardship. 
There will be no marked decline in living standards. Defense 
demands will require some further cuts in consumer goods output, 
particularly durable goods, and will require more workers to put in 
somewhat longer hours. Certainly there is no doubt as to the willing- 
ness of our people to accept such burdens as are likely to be placed 
upon them. 


NECESSITY FOR STRENGTHENING DEFENSE PRODUCTION ACT 


Approval of the military appropriations will not by itself insure that 
the goods which they call for can be delivered. In order that our 
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economy can meet the challenge of the mobilization effort, the Defense 








ure 
asic Production Act must be extended and strengthened by the Congress 
to continue the authority to control the use of critical materials, to 
stimulate production, and to effectively stabilize the economy and 
' prevent inflation. In addition, we need a tax measure to increase 
the - revenues by $10 billion annually as an indispensable means of checking 
‘ide — inflation and of paying the costs of our military expenditures. 
eds 4 These measures as well as the military appropriation now before 
eby ' your committee are all vitally necessary to fulfill our mobilization 
en- [ objective. None of us welcomes the need for these actions which have 
the | been forced upon us by the unlimited ambition of the men behind the 
ons f— Kremlin walls. If we believe in and cherish our freedom—and all of 
yili- - us do—we must agree that our military requirements—whatever they 
ride -  are—must be paramount. Everything else, at this time of national 
ion peril is secondary. 
use Those are our views on it, Mr. Chairman. 
ries Mr. Maron. Thank you, Mr. Wilson. 
de- 
ing §— ExPEDITING Propuction PROGRAM 
: Mr. Wilson, the military people who fight wars are more qualified 
' to win military victories than they are to achieve economies and to 
> in + operate business ventures. Of course, we have some people with 
orld ' fine business background and judgment in the military forces. But 
ute- one of the things that disturbs me is that we have during the current 
rces ' fiscal year provided about $2.6 billion for expediting production of 
for- : military articles. We gave some to the Army, some to the Navy, 
ek- some to the Air Force, and some of it is used for expansion of plants 
pile and some for machine tools, and so forth. Do you know anything 
in- about the general over-all picture there? If you do, in your judgment, 
ore 4 is this expedited production program in the Department of Defense 
ire- [— proceeding on something like a reasonably satisfactory basis? 
ials — Mr. Witson. Yes; I would say it is on a reasonably satisfactory 
| basis. We do have some specific knowledge of the character of the 
rial é expansions that the military is direcly authorizing industry to make, 
ery ' and to the extent that we have knowledge of the specific items I think 
nts. _ they are satisfactory. 
hat You mentioned the tremendous program—you did not call it that, 
our but it is a tremendous program—of supplying machine tools to 
‘ion industry for the enlarged production where the military is calling 
irds upon them to provide a vast number of highly diversified items. 
That is a problem that we have under consideration with them. We 
ried are getting into that very closely with them. We just must, because 
hip. there are so many demands for machine tools. 1 mean there is such a 
nse variety of requirements. Our allies, our own Defense Department, 
yut, and industry, independently, have all got to be matched up. So that 
+ in there we have or ultimately will have, I believe, pretty good material 
ing- to cross-check the requirements. 
ced 1 do not mean to say some people are just going to get all they want, 
because it is just not going to be available. 
EXPANSION OF BASIC RAW MATERIALS 
hat In addition to the Defense Department’s efforts to expand industries 


in the case of their specific requirements, of course, the Government 
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departments that are charged with some of the mobilization efforts 
are also responsible for a considerable expansion program—for 
example, the expansion of the basic raw materials. That is not the 
Defense Department’s specific task, and it is requiring a very large 
expansion. Take steel, aluminum, copper to a lesser degree, and 
many of the rarer metals. We have inevitably, as I see it, to match 
up these programs the Defense Department is going through with 
against the efforts other Government departments are making to 
increase basic raw material production, to see that the Defense 
Department’s expansions for end items are not getting out in front 
of our ability to supply raw materials ultimately. That has been 
done pretty generally and I think on the whole pretty satisfactorily. 
It is my belief as things stand today that the programs that the 
Defense Department has come up with are in consonance with the 
plans that have been made to expand the raw materials output and 
that by next year at the iatest I think there is going to be less difficulty 
in supplying industry with everything they need for the expanded 
military requirements because many of the new plants the military 
has authorized will be in operation by next year. Indeed, that is 
one of our great tasks this year. One of the great burdens this year 
is to provide raw materials and to provide the labor to get those 
enlarged plants under way, and it is just taking a tremendous amount 
of material, particularly out of the production pipelines. 

But that ought to be hehind us this year, and we think by 1952 the 
substantially increased production of end items can be met with 
only a reasonably serious impact on the normal economy. By 1953 
we believe we ought to be able to handle the Defense Department’s 
requirements, assuming now that they run about the level they are 
projecting for this year. Outside of all-out war, I do not think they will 
exceed it. 

By that time, we think our supplies of raw materials—steel, 
aluminum, copper, and so forth—will have been substantially increased 
or at least to a point where after 1953 we ought to be able to resume 
our civilian economy output on about the same basis, let us say, that 
they had in 1950 and, at the same time, maintain a reasonably sub- 
stantial output of defense end items. That is the hope. 


EFFECT ON CIVILIAN REQUIREMENTS 


And in all that process it seems to us we are maintaining at all times 
a very healthy economy. Insofar as goods deliverable to citizens 
are concerned, there is no austerity in it. I mean no really serious 
austerity. There will be short periods. The worst is just ahead of us, 
in my judgment. There will be short periods when the civilian 
economy is going to be reduced with respect to certain items. For 
example, automobiles, passenger cars, will be down 35 percent from 
the peak, maybe, by the end of this year. 

Mr. Manon. Well, they might have fallen by that much—or some 
considerable extent, anyway —regardless of the Government’s pro- 
gram, because of the saturation of demand. 

Mr. Wixtson. Some day that may happen, but I do not know 
whether it is ever going to happen on automobiles in this great country 
of ours. It is amazing how it eats them up. Still, with even a 35 
percent reduction, I do not believe, even in the case of automobiles, 
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that will be too austere a program to ask our fellow Americans to accept 
for the short time it will be necessary. 

The same thing will apply to many other durable goods—refrigera- 
tors, washing machines, and items of that character, and maybe even 
television. If we had had that a year ago, I would have almost 
shrunk from fastening that on the American people, but I understand 
television sets are running out of the dealers’ and manufacturers’ eyes 
now: so that there is nothing to worry about there. If something 
happened to television so that we had to cut that down a little bit, 
I do not think anybody would be hurt. But all lines of durable goods 
will have to be reduced. But a year from now new materials will be 
coming into the production pipelines and we ought to be all right and 
sometime after that begin the expansion of our civilian economy 
again—always, of course, if there is no all-out war. Everything I 
have said is predicated on that. 


INFLATION 


Mr. Manon. Do vou have any mechanism in your office that 
enables you to be of material assistance in seeing that our military 
dollar, insofar as industry is concerned, is spent wisely? 

Mr. Witson. I think the greatest help we give the military in that 
respect is the effort we are making through ODM to minimize inflation, 
because it became a very unfortunate fact that by February or March 
of this vear or maybe April—I have forgotten now the exact month— 
we began to find a $10 billion appropriation you gave the military was 
only good, in comparison with the dollar they had been expending 
last vear, to the extent of about 8 of the 10. In other words, they could 
buy $8 billion worth of goods with what they now require 10 billion 
1951 dollars to acquire. 


BUSINESS ABILITY OF MILITARY PERSONNEL 


Mr. Manon. In your dealings with the Department of Defense, 
do you encounter men of real business stature who are running this 
Defense Department, from an industrial standpoint? 

Mr. Witson. I think some of them are very good. You have fellows 
buying—take the Air Force just asan example. You have some pretty 
canny businessmen and pretty two-fisted buyers, I would say, in that 
line. Imean I just happen to know that group the best. 

Mr. Manon. Army and Navy Ordrance spend a lot of money. 

Mr. Witson. Yes; and I know some people in Army Ordnance, and 
I would not say they would be push overs, either. They are pretty 
good businessmen, I think. I have confidence in them. 

Mr. Manon. You spoke about what you have said being contingent 
on not going into an all-out war. 

Mr. Wiuson. Yes, sir. That was only in respect to our resuming 
the éxpansion of the civilian economy, which I certainly hope we are 
able to do. 

Mr. Manon. Yes. I think the meaning of your statement is clear. 
Someone has said we have not been able to prevent a war between the 
generals, but we hope to succeed in preventing a general war. 

Mr. Wiuson. I think that is a very good quip. I would like to 
swipe that foraspeech. That is good. 
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Mr. Manon. I hope you will. My point is that we may be in 
general war this year or next or at some unforeseeable future time. 

Mr. Witson. Yes, sir. 

Mr. Manon. And if that war should come this year or next year, 
T would hate to feel the American Congress and the American people had 
failed to make the maximum effort to appropriate for that eventuality. 

Mr. Witson. That is right. 


DECISION ON EXTENT OF DEFENSE PROGRAM 


Mr. Manon. Now, we in the Congress can open up the purse 
strings of the Nation, so to speak, and appropriate vast sums of 
money—larger than $60 billion; we can appropriate more than 
$60 billion—if that will help make this country secure. Still all 
of us more or less back away from austerity. Personally, I do not 
give a hang about austerity if we can be sure we do the proper thing, 
the wise thing, toward the prevention of this general war. I would like 
to have your comment on that. 

Mr. Wixison. You put your finger, in my judgment. on the $64 
question that confronted us, or confronted me, if 1 may personalize 
it for a moment, when I came down here. That is a many-faceted 
question, in my judgment, and one I had to face months ago. I came 
to the conclusion, Mr, Chairman, that it would make some difference; 
ves; but not a great deal of difference. If the Congress gave more 
money, let us say, for this calendar year, though you did that, and if 
we cut the civilian economy away down and if we spent the time that 
would be required to change over existing civilian-production plants 
to defense-production plants, the ead result of all that in the produc- 
tion of end items for the military, in my judgment—and I admit there 
is considerable risk in the conclusion we reached—would not be sub- 
stantially greater than the program we deliberately finally decided 
upon. It was substantially to keep in mind the fact that we needed 
a vastly larger supply of certain raw materials if we were going to 
sustain some civilian economy and meet the requirements of all-out 
war production if the need for that should come. We just did not 
have those raw materials available in the quantities we thought we 
would need in case of all-out war. So it seemed wise to me to go 
ahead with this program, which maybe I have already described in 
too great detail, and get the new plants under way, take this vear to 
complete that job, get those under way, make the sacrifices of raw 
materials and labor and everything else that went into it to accom- 
plish it, and then keep our total defense production on a pretty flat 
curve—that is, to set it for about $50 billion this vear and that $50 
billion to include all of the new plants and the new facilities for the 
production of the end items, and so forth, including production out 
of existing plants, to keep the total about $50 billion and keep that 
going through the calendar years 1951, 1952, and 1953. 

In the first place, I think the taxpayer is going to get a better break 
that way on the cost of goods produced, because, had we taken the 
other course and tried to shoot this curve of production up pretty 
perpendicularly for 1951 and 1952, I saw what resulted when we tried 
that in 1941. Things just cost an awful amount of money; it just 
cost unconscionably more, in my judgment. On the other hand, if 
you can get a fairly flat curve and we use good judgment in the place- 
ment of orders by the military, with the help of DPA, NPA, and the 
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other Government agencies that cost us so much money—if we just 
can use good judgment there, the over-all results of the flat-curve 
program of that kind will be better. 

Now, many people say—and I think quite properly so—* Yes; 
but what happens if Russia strikes in the meantime?’ That is a 
good question and is one I ask myself. 1 wake up at night thinking 
about it sometimes, too. My answer to that question is this: In end 
results, I doubt if it is going to make very much difference. I mean 
it was all right to plan this perpendicular rise in production, but we 
just were not going to get much out of it; it was going to be a paper 
thing. 

When I came down here, I saw many, many plans along those lines. 
I would like to see some answer to it. But that just does not happen 
when you talk about $100 billion, as they were talking about—$100 
billion worth of production per year. You just do not do it. I do 
not believe you can do it. You cannot convert fast enough to do it. 
That is the answer. That is what we decided on, anyway —this flat 
curve of production. 

Mr. Manon. That is a very good statement. 

Now, one of the United States Senators is urging a 150-group Air 
Force as opposed to the 95-group force which we are now planning. 
There are those who say we are playing at this job of defense, ete. 
As far as the Air Force is concerned, this committee has led the parade 
in trying to build up the Air Force. We gave the Department of 
Defense $800 million for additional groups which was not expended; 
whereas the other body on one occasion voted unanimously against it. 
Finally, upon our insistence, they approved it, but the President 
impounded the funds. 

Now, there are various opinions in the country and in Congress and 
perhaps even in this committee. Nobody wants to be caught short, 
too late and too little, and we are not unmindful of the lessons of the 
past, and if we could see the road clear and be positive now that by 
larger appropriations we could bring about a better condition, of 
course, we would be willing to do it. That is one of the reasons why 
we want to have your views. I think you have expressed your views 
in such a way that they are comprehensible to the committee. I hope 
you are right, but I do not think anybody can know for sure what to 
do about many questions. 

Mr. Witson. It is a complex proposition. 

Mr. Manon. Of course, all of us have communications from people 
every day who know the precise answer to the question. 

Mr. Witson. I find that, too. 

Mr. Manon. In 1, 2,3 order. 

Mr. Witson. I will say if the Almighty will only give us time to 
perfect the system of supply of raw materials, if we can get this next 
year behind us and get the production machine then geared up to $50 
billion a year, which is our plan, in end items, or practically that— 
military end items—then if war comes, I think you can fight that war 
off the production lines of America. 


DEMANDS OF THE CIVILIAN ECONOMY 


Mr. Stxes. For a country Congressman, this is an awfully big and 
awfully complicated problem. 1 do not profess to understand it or 
even to be able to discuss it intelligently. However, I have some ideas. 
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I noted your statement, Mr. Wilson, on how long this country 
would continue to buy automobiles, that maybe we never would sup- 
ply the demand. Frankly, I think if we kicked the support props of 
defense spending out from under the national economy and if auto- 
mobile prices remain as high as they are now, you would see the de- 
mand come to a standstill in from 6 to 12 months. I think that 
is also true of a great many other things. I am afraid we are trying 
to have our cake and eat it, too. We are not producing quite as much 
for the civilian economy as we produced at the peak; yet we are pro- 
ducing a tremendous amount compared with any previous normal- 
year requirements. 

I think it would probably be a wholesome thing if we did clamp down 
hard on civilian production. Most of the homes in this country have 
new kitchens, new furniture, new radios, and other new equipment. 
We are in pretty good shape for tiding ourselves along by doing with- 
out, for a time at least, a lot of the things we have come to look upon 
as essential in this country. If we were to do that, we would, as soon 
as it is possible to eliminate defense spending, have a cushion to fall 
back on to take up the slack in the civilian economy. There still 
would be a market for things the people need to buy, and presumably 
they would have some money left to buy. As it is, they are able to 
buy just about anything they want, prices are unreasonably high, and 
they are spending money about as fast as they make it if not faster. 
So | wonder how long you think this kind of shot-in-the-arm economy 
can go on or if you think we can be more realistic about limiting civilian 
production in the future. Certainly we need defense items now and 
we will get them more quickly if we limit the production of goods for 
civilian use. As I say, I am just a country Congressman and I may 
be taking an alarmist viewpoint on this thing, but that is my idea. 

Mr. Witson. Well, I am just a country industrialist of New York 
City; so you and I[ start from about the same basis on it, except that 
mavbe we come to a different conclusion. 

I believe that when peace comes, if that dove ever perches on the 
United States again, and we can resume a more normal economy, I 
think if we have worked out of this present era intelligently, we should 
have provided a very considerable pent-up demand. In spite of the 
fact that I fully agree with you, what we have left for the civilian 
certainly does not represent an economy of scarcity by a long shot. 
It is still a pretty fat, luscious economy for the civilians. But { think 
there will be a pent-up demand. 


REDUCTION OF USE OF SCARCE MATERIALS 


For example, if we are sensible and we minimize the use of what 
are currently scarce materials for many, many things that the States, 
municipalities, and cities want to go through with, if we minimize 
now all of the new road-building plans that we all want to go through 
with some day for the kind of standard of living that America has 
provided and I sincerely hope will provide in the future, there will be 
a tremendous volume of business that we ought to go into the peace 
era with. Furthermore, I believe that a lot of things that you and I 
may regard as a pretty high standard of living today in the good old 
American way we are going to obsolete very soon. That has been 
the history of everything up to date. It was true in the little, tiny 
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business I was in, if I may refer to it, and maybe I had better refer 
to it off the record. 

(Discussion off the record.) 

Mr. Sixes. We did have a pent-up demand for goods at the end of 
World War II; did we not? 

Mr. Witson. Surely. 

Mr. Stxes. In addition to that, we have had a very high level of 
Government expenditures, either for domestic programs or veterans’ 
aid or in foreiga aid programs or for our own military programs. And 
about the time the slack in demand for goods began to show, military 
expenditures were again tremendously expanded. None of that can 
be considered normal for a basis of future predictions. As long as the 
supply of dollars holds out, as long as we continue to appropriate large 
sums out of the Treasury, we appear to assume everythiag will be rosy 
and everybody will be happy. But, according to my arithmetic, we 
ran out of hard money a long time ago in this country and the credit 
that we are spending now may one of these days suddenly dissolve. 
The value of inflated credit is highly unpredictable. We cannot in- 
definitely spend credit to bolster our economy. 

Mr. Witson. That is right.: 

Mr. Sikes. Once the word gets around that we have overspent to 
the point that there is nothin g back of that credit, we are in for 
trouble. 

Mr. Wuson. That is right; I agree with that, sir, wholly. 


REDUCTION OF CIVILIAN GOODS OUTPUTS 


Mr. Sixes. Is it now the plan to reduce materially the level of output 
of goods for the civilian economy, or am I to understand from your 
previous statements that you do not think it is necessary to reduce 
that production below approximately the present level? 

Mr. Witson. I think it will be necessary to reduce in the durable 
hard goods lines. My guess is that we will go down at least to 
about 65 percent of the levels as of the first of the year; in other words, 
about a 35-percent drop. 

Mr. Stxes. Which was a pretty high level. 

Mr. Wiison. Yes, it was a reasonably high level. 

Mr. Stxes. When will that be effected—by the end of the year, 
would you say? 

Mr. Witsox. Yes. It is down now, it is beginning to go down 
now, but it will go down progressively until it hits by the end of the 
year, when it will be down about 35 percent and, in some items, more 
than that. 

Mr. Srxes. Will that affect almost all items in the civilian economy, 
or will it be limited to hard goods? 

Mr. Witson. Hard goods. It is caused principally by the shortage 
of metals. 

Funps ror Exprepiting Propuction 


Mr. Sixes. In response to questions of the chairman you have 
already touched on the matter of providing funds to expedite produc- 
tion. I certainly recognize that procedure appeared essential at a 
time, but I question that it is going to continue indefinitely to be 
essential. I wonder if we are getting ourselves into a habit, if I 
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may call it that, which is very costly and which we could now begin 
to do without? Do you not think we are at the point where we can 
begin to level off and to reduce the payment of funds for expediting 
production? 

Mr. Witson. By expediting production, you mean mainly the 
provision of new plants? 

Mr. Srxgs. Yes. 

Mr. Wiison. Oh, yes. 

Mr. Stxes. And what about machine tools? 

Mr. Wiuson. Well, no; I do not think you can on machine tools yet. 
But we have already undertaken in ODM to get a very comprehensive 
survey made, an investigation of plant expansion by the military 
and by DPA, and so forth, because we believe that the time has come 
to scrutinize every additional item that any department of Govern- 
ment wants. 

Mr. Sixes. I certainly agree with that. 

Mr. Witson. In other words, the matter or expansion has now got 
to a point where, from here on in, we ought to be very sure that every 
dollar spent is necessary. 

Mr. Sikes. I hope that that scrutiny is going to be a tough one. 

Mr. Witson. It will be a tough one, all right, because it is going 
to be very difficult to sell some of the conclusions we reach; but we 
will reach the conclusions and then worry about how hard it is. 

Mr. Sixes. I meant tough in its application. 

Mr. Witson. It will be. 


TAX AMORTIZATION 


Mr. Sikes. Now as to the matter of tax remissions or tax forgive- 
ness, which, to me, constitute a double subsidy, is your Department 
having any voice in that? 

Mr. Witson. Yes, sir. DPA is the final stage of decision there. 

Mr. Sikes. There again, haven’t we gone about as far as we should 
go? 

Mr. Witson. That is one of the objectives of this survey, to see 
whether we have. But from here out, in some lines, where we know 
that we have gone pretty far toward reaching the goals based on our 
estimated necessities, it is going to be very tought to get any more 
money on an amortization basis. We are going to have plenty of 
trouble, I can tell you in advance. It seems to me that the only 
reason we ought to grant loans, tax amortization, or anything else, 
is where we can be definitely and positively sure that it is for the 
interest of the defense effort, period. 

Mr. Sikes. And even then, when we have reached that point, tax 
amortizations should be few and far between. 

Mr. Witson. That may be. I will be able to tell you better, sir, 
and I will answer that, when we conclude this investigation. 

Mr. Sikes. You are certainly in a much better position to see the 
picture than I. 

ALUMINUM PRODUCTION 


Mr. Wixson. There are some places where we have not gone far 
enough yet. I can tell vou one right off the reel. I do not believe 
we have yet gone far enough in the production of aluminum, the 
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provision of facilities especially for the production of alumina. I do 
not think we have gone far enough and I think we have to go further 
if we are going to have that backlog of aluminum production in case 
of an all-out war that we will need. I do not think there that any of 
us would be content with what we have. I think we have got to go 
further. I hate like the mischief to see us give tax amortization for 
maybe $300 or $400 million of plant expansion, but what are you going 
to do? From every estimate that we can get of requirements, even 
for the size of the Air Force that you folks have approved to date, 
in case of an emergency, there is already a known shortage. You 
cannot fool with that. 


PILOT PLANT FOR TITANIUM 


Mr. Sixes. The Munitions Board was in here a day or two ago and 
we discussed with them the importance of establishing a pilot plant for 
titanium which may offer great possibilities for defense and ultimately 
for civilian economy. Is that a decision which will be made in your 
agency? 

Mr. Witson. It will ultimately, yes. 

Mr. Sixes. I sincerely hope that you will give the pilot plant speedy 
approval and get it on its way. We may have something there that 
is very important. 

Mr. Witson. I was afraid you were going to say alumina from clay. 
It is about time that they tossed that at us again. 

Mr. Sixes. No, I am talking about titanium. 

Mr. Witson. That is good. 

Mr. Sixes. I hope that you can get that program in operation 
right away. 

Mr. Witson. There will not be any delay as far as our office is 
concerned. 


INCREASED DerenseE Cost DveE To INFLATION 


Mr. Srkes. One further question. It has been stated to us that 
inflation in the past 12 months is costing us now $2 billion out of 
$10 billion of the money that is being appropriated for military pur- 
poses. Are we stuck at that figure or can you hold out some en- 
couragement that prices are going to begin to drop before the end of 
another year? 

Mr. Wusson. I do not think they will drop. 

Mr. Srxes. Are we stuck at the $2 billion figure or is it going 
higher? 

Mr. Witson. I do not think it will go higher. I think we have a 
sort of a lid on it now, which has come rather belatedly. But assuming 
now that we do not have to permit wage rates to go through the 
ceiling again, and thus start the old round going, maybe we can stick 
at the $2 billion, as vou say. But I do not think vou can knock that 
down much immediately. I wish I knew a way to do it, but I do not. 

Mr. Stxes. That is all, Mr. Chairman. 

84328—51—pt. 1——17 
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INCREASED TAXES TO PREVENT INFLATION 


Mr. Ritey. Mr. Wilson, we see a great many statements about 
checking inflation by increasing taxes. Would you care to comment 
on the theory that increasing taxes might tend to increase inflation? 

Mr. Witson. It could happen, but my guess is that the major 
result of increased taxes, applied in the right places, would be to 
siphon off excess spending power, for which there are no corresponding 
increments of goods available for a considerable period ahead. On 
that basis I believe that increased taxes will have a worthwhile effect. 
Although I believe the principal benefit of it at this time should come 
from the fact that it will more nearly approximate a pay-as-you-go 
basis in a critical period. 

Mr. Ritey. Is not that the chief benefit that we get in paying our 
way as we go? But increased taxes and increased wages and increased 
cost of goods may lead to more inflation, may it not? 

Mr. Witson. That is just too true, but there is no way out of it. 


EXPEDITING PRODUCTION 
PRODUCTION OF ALUMINA 


Mr. Ritey. On the production of alumina, your office proposes to 
give certificates of necessity to power companies to build plants and 
also to have some public power construction. What is the plan on 
that? 

Mr. Witson. We have not given anything to the power companies. 
What we have done to date on the alumina production expansion is 
we have given tax amortization up to about 80 percent to five com- 
panies; three large ones and two smaller ones. One of those com- 
panies is going to produce their own power by a new method and 
therefore I presume that in their plant cost on which they got tax 
amortization they will get the tax amortization on the power equip- 
ment, too. That would be my guess and I should think that was 
all right. 

There are any number of requests by the power companies who are 
being asked to furnish power in large blocks, for atomic energy plants, 
for alumina plants, and so forth, for tax amortization and those are 
being investigated ; they have not been granted yet. There the sub- 
ject inevitably is tied in with the subject of rate regulation, et cetera. 
I think that is why decision has been delayed. But normally they 
would have gotten it. 

Mr. Ritey. Do you think it is better to handle it that way than for 
the Government to build these plants itself? 

Mr. Witson. Yes; I do. 

Mr. Ritey. Thank you. 

Mr. Manon. In order that the record may be more clear, please 
state what you mean by alumina plants? 

Mr. Witson. That is the first step in the reduction of bauxite; that 
is, first you make alumina and then you make aluminum from the 
alumina. 

Mr. Manon. What does alumina look like? 

Mr. Witson. I do not know how to describe it. 

Mr. Manon. It is a refinement of the ore? 
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Mr. Witson. It is a refinement of the bauxite into the metallic 
form and then it is cast or put into pigs of aluminum by heat reduc- 
tion. 

FINANCING OF DEFENSE PROGRAM 


e 

Mr. Scrivner. Mr. Wilson, I am going to ask my questions more 
or less in reverse order, and then come back to your statement. 

You expressed some concern about the fact that inflation had in- 
creased the cost of our defense program by 20 percent; that is, $2 
billion out of $10 billion, which is 20 percent. Now, while you were 
talking about taxes draining off the excess spending power, there are 
a lot of people who do not have any excess spending power. Have 

you given any thought to the fact that, if we must finance this defense 
program which you envisage as being at a level of $50 billion a year, 
by means of credit, that it increases Costs by 25 percent? 

Mr. Witson. I do not think I understood your point. 

Mr. Scrivner. Every day, in the paper and on the radio and I 
suppose on television, we are told that we should invest our money in 
Government bonds because 10 vears from now we will get $4 back for 
every $3 we putin. That is 25 percent. In other words, if we finance 
the defense progr am today on the sale of bonds, does not that increase 
your cost 25 percent, because it is going to be 10 years before the bonds 
are paid off? 

Mr. Witson. Yes, sir; but not if we finance it on a pay-as-you-go 
basis. 

Mr. Scrivner. I have not heard anybody say that we were. You 
skirted around it, but——— 

Mr. Wixson. I believe in that, sir. 

Mr. Scrivner. Well, you did not hit it very strongly. All that you 
suggested was that taxation would drain off excess spending. 

Mr. Witson. That is almost secondary. 

Mr. Scrivner. You say you are for that? 

Mr. Witson. Pay as you go? 

Mr. Scrivner. Yes. 

Mr. Witson. Yes, sir; 100 percent. I have said it right along. 

Mr. Scrivner. Yes; but apparently not many people are taking 
your advice on it. Of course, we here are not the taxing body. We 
are the appropriating body. 

Mr. Witson. I understand that. 

Mr. Scrivner. And there seems to be some hesitancy on the part 
of too many people in high places, as I look at it—people who would 

have a great deal of influence—in taking a more realistic approach to 
these things. For instance, on page 6 of your statement, vou tell about 
these demands that we are going to meet, and yet you hold out the 
promise that there is not going to be any marked decline in living 
standards. In other words, you hit hard with one fist and kind of 
pat them a little with the other open hand? 


REDUCTION OF LIVING STANDARDS 


Mr. Witson. Do you want to reduce living standards? That would 
be the easiest thing in the world todo. Where are you going to get your 
tax money from then? 

Mr. Scrivner. How are you going to get tax money? 
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Mr. Wison. Yes; without keeping up your living standards. 

Mr. Scrivner. Maybe your idea and mine on a living standard are 
two different things, and we could debate that a long time. But let 
us go back to your own words—not mine. You said we should have 
higher taxes to drain off the excess spending power. What do you 
mean by the excess spending power? 

Mr. Witson. For example, wages in this country have gone up very 
considerably; general income has gone up. It has increased in the 
last year and it is going to increase further when your 60 million 
gainfully employed people work longer hours at higher rates. They 
are going to have very considerably more purchasing power in the 
aggregate than they had, let us say, in the previous year. But at 
the same time you are going to take from the national production 
approximately $50 billion worth of goods that normally they would 
have been able to buy and the balance that is left they are going to 
bid for. 

Mr. Scrivner. Where is that going to come from unless you do 
take away some of the things that they have in normal civilian 
production now? 

Mr. Witson. You are going to take it away, there is no question 
about that. You are going to have greater purchasing power than 
goods. 

Mr. Scrivner. How are you going to take those things away with- 
out having a decline in living standards? 

Mr. Wixtson. There is no question in my mind that you are going 
to have some reduction in living standards during this period when 
you cannot afford the material or the labor to maintain the pro- 
duction that vou had. 

Mr. Scrivner. Yet in your prepared statement vou said that there 
would not be any marked decline in living standards. 

Mr. Witson. Marked decline? Well, I do not think that is a 
serious decline. I suppose I should qualify ‘marked decline.” I 
do not think it is a very serious decline for the short time that it is 
going to be in effect, if we can follow out the plans that have been 
discussed here today. I do not think that is a serious thing. But 
I think that the influence of it, the fact that it does not create a low 
standard of living, the fact that you have not all the goods that you 
would like to have so that the higher income of the people could be 
satisfied with goods—I think that can have a marked effect on the 
inflationary question. 

Mr. Scrivner. Surely; but if you are going to pay as you go, taxes 
would have to be so high that it cannot help but have a marked effect 
on living standards. You cannot show me how it can be done with- 
out that. 

Mr. Witson. A marked effect? Well, I guess it depends on what 
you call marked. 

Mr. Scrivner. If you are going to take care of your program on a 
pay-as-you-go basis, you are going to have to increase your taxes on 
corporations and other lines of business, and from what some indus- 
trialists have told me, corporations are carrying about as great a 
burden of taxes as they can carry. 

Mr. Witson. I guess they can carry all that incentive would permit. 

Mr. Scrivner. If those taxes were increased it would tend to 
increase the cost of the materials that the corporations were pro- 
ducing? 
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Mr. Witson. That is right. 
Mr. Scrivner. So, in the end, the consumer would pay for it, 
anyway; at least a substantial share of it. So the only place you 
can go to pay for this, if you pay as you go as you propose, is to your 
individual income earners and if you double their taxes, then you are 
going to have a marked effect on their standard of living. 

Mr. Witson. You are the one who talked about doubling the taxes; 
I did not. Ido not want to be around when you contemplate that. 

Mr. Scrivner. Here is a program which, while at first blush, is 
supposed to be of the order of $60 billion, before we get all the rest 
of it in, it will be closer to $70 billion. That represents only part of 
the expenses of Government. You are going to get into an annual 
Federal expenditure of over $100 billion and you are going to have to 
have a lot more taxes in order to meet that. 

Mr. Manon. The estimated expenditure for the fiscal year 1952 is 
something in excess of $70 billion; the military expenditure would be 
approximately $39.5 billion. 

Mr. Witson. That is right. 

Mr. Scrivner. As Mr. Sikes pointed out, if you have to capitalize 
this or pay for it through the sale of bonds, it is going to cost you more, 
because you are going to have to pay out the bonds with interest. 

Mr. Wiuson. Yes; but they will not capitalize that whole figure, 
I hope. 

Mr. Scrivner. They will, a whole lot of it, unless the end product 
of the discussions that the Ways and Means Committee are having 
now turns out to be heavier than it appears it will be. 

Mr. Witson. I hope it will be heavier. 

Mr. Scrivner. Well, we could talk about that all day and still not 
solve the question. 


PILOT PLANT FOR TITANIUM PRODUCTION 


I was interested in your comment on the titanium plant. What do 
you foresee as to the extent of the use of titanium in private industry 
when this emergency is over? 

Mr. Witson. Once we get a titanium output, it would at least 
minimize the necessity of the use of cobalt and some other metals. 
I think industry would buy it and continue the operation of the plant. 
I should hope so. 

Mr. Scrivner. In other words, there would be some civilian 
use for it? 

Mr. Witson. I should think so; yes. I do not know enough about 
its potentials yet to know whether it is better than or whether it is 
nearly as good as the metals it is aimed to take the place of, to guar- 
antee its continued use when those metals are in free supply. I know 
that for some things it is better than previously used materials. But 
what the volume would be in those cases I do not know. All I know 
is that as things stand today we are very badly in need of that sub- 
stitute metal. 


AGENCIES CONCERNED WITH PLANT EXPANSION 
Mr. Scrivner. How many different agencies are involved in the 


matter of plant expansion, industrial mobilization, and so forth, that 
you know of? 








Mr. Witson. No. 1, the Department of Defense; the Department 
of Commerce, the Department of the Interior, the Department of 
Agriculture. All of them have their finger in the pie. 

Mr. Scrivner. And DPA and RFC come into the picture? 

Mr. Wiitson. RFC comes in on the lending end at some stage, 
along with the banks. 

Mr. Scrivner. This concerns us because there seems to be a very 
heavy demand for industrial mobilization funds. Is there any one 
place where these are all tied in together, to which one could go to 
find out who has a finger in the pie? 

Mr. Witson. It has all got to be funneled—no matter where it 
comes from—finally through DPA, where a group of experts has been 
established. 

Mr. Scrivner. DPA is your plant? 

Mr. Witson. The Defense Production Administration; that is right. 

Mr. Scrivner. So that if we had any question in our mind about 
it, there is some group or person there to which we can go to get the 
information? 

Mr. Wiuson. Yes; General Farrell, in DPA. 

(Discussion off the record.) 


DEFENSE EXPANSION WITHOUT REDUCTION OF NORMAL PLANT 
OPERATIONS 


Mr. Scrivner. There seems to be an impression that in all of this 
program of industrial mobilization expansion, what is happening in a 
great many instances is that with Federal funds in large part we are 
making possible expansion of plants, probably for the purpose of 
meeting the military needs, but without any reduction of the normal 
operation of those plants. In other words, they are carrying on their 
civilian production pretty much the same as they always have, instead 
of curtailing civilian production and changing the plants over into 
military production. 

Mr. Witson. [ think you are absolutely right in some cases. 

Mr. Scrivner. You mean I am correct, but that is it not right? 

Mr. Witson. You are correct that it is being done; surely, that is 
being done. What are you going to do about it? 

Mr. Scrivner. Is not that absolutely contrary to the policy that 
we have been talking about? 

Mr. Witson. No; I do not think so. 

Mr. Scrivner. That is, of going into military production and cur- 
tailing civilian production? If that is not what we are doing then 
you are right in the situation which Mr. Sikes described as having 
your cake and eating it, too? ‘ 

Mr. Witson. Let me try to answer your question with specifics 
because otherwise it is so general that it is difficult to understand. 
Let us take the matter of tanks. That is one kind of plant we have 
been building. Let us take two examples in tanks. We gave an 
automotive company and we gave a locomotive company tank orders. 
The locomotive company is loaded to the gills for the next 3 years with 
orders for locomotives. If we were just to go in and say to them, 
willy-nilly, ‘We have decided that we want you to make tanks; sbut 
down all your locomotive business. We want your plant, we want 
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ont your management, we want everything you have got,” where do we 
of get locomotives? 
Mr. Scrivner. If your demand for locomotives is so great, why not 
go to some other plant or industry for your tanks? 
ge, Mr. Witson. We could not find anybody that had the ability. 
These people had the abilities to do the job. 
Ty Mr. Scrivner. If they are going to keep on producing a full quota of 
ne locomotives, and also go to tanks, then you are going to spread some 
to of your know-how pretty thin, are you not? 
Mr. Witson. They did not know a better place to get them. They 
it ; had the understanding, the talent. 
en. Mr. Scrivner. Let us take the case of the automotive company? 
Mr. Witson. In the case of the automotive people, first, they had 
the engineering know-how; they had worked on the development of 
ht. . tanks, but they did not have a plant that was available that seemed 
ut . desirable to put tanks in. So they let them go ahead and build a tank 
the plant, a plant especially adapted for tanks; because there is a great 
difference. 
Mr. Scrivner. And they will keep on building automobiles. 
Mr. Witson. And they keep on building automobiles; that is right. 
Mr. Scrivner. So you have the automotive industry, which is 
already producing at full capacity, also producing tanks and then 
you cut them into the aviation picture where, again, you have to 
: build plants; so that you are spreading your know-how pretty thin. 
his J Mr. Witson. About spreading the know-how, I do not agree with 
1a : that. I will agree with the rest of it. The reason I do not agree 
ure with that is because experience to date does not back up your state- 
of ; ment. I just want to remind you that in the last war we went to 
nal ; an automotive company and by 1943, which was only 2 years after 
er 4 Pearl Harbor, that automotive company was producing more air- 
aud 3 planes, and just as good as anybody that had been in the airplane 
ito x business. So we did not spread it thin. And if you want the name 
of the company, it was the Ford Motor Co., producing the B-24. 


Mr. Scrivner. If they work that fast, where is all this long-lead- 
time stuff that they are talking about? 
, 1S : Mr. Wiuson. Well, that took 2 years. 
Mr. Scrivner. That was starting from scratch with an automobile 
rat ; outfit? 
Mr. Wiuson. We started 5 years before that with the design. 
Furthermore, in all that we are doing with most of these items to date, 


25 he 
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ur- we are building almost immediate requirements and, in the case of 
len all-out war, we have got to have a considerable reserve production 
Ing that we are not contemplating using today. That is the reserve 
; production for all-out war. ; 

ies Mr. Scrivner. In other words, then, you are establishing these lines 
nd. not so much for what you think might happen fight now, but what 
ive might happen 3 or 4 or 5 years from now. Let us go back to your 
an automotive people and your tanks. You are setting up a tank line 
rs. now, but the company keeps on making automobiles. But if we are 
ith smacked in the nose with an all-out emergency, I assume what you 
m, have in mind is that they would go into an accelerated program of tank 
yut production and curtail their automobile production considerably, if 


int not completely? 
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Mr. Wiuson. Very considerably. And that goes across the board. 
While we have set up definitely for let us say 12,000 airplanes a year, 
we know that if we go to an all-out war, we have got to expand that 
almost overnight to 50,000 a year. So part of some of these expan- 
sions of plants in the airplane end of it contemplates facilities in reserve, 
so that the airplane production could be jumped from 12,000 a year, 
which is about our present maximum at the $50 billion expenditure 
a year, for 3 years. 12,000 a year is the maximum we are counting on 
now. 

Mr. Scrrvner. We are building up to a level of $50 billion a year. 
How long do you think we are going to keep that up? 

Mr. Wriison. I expressed the opinion that we ought to keep it up 
through the three fiscal years, 1951, 1952, and 1953. My own belief 
is that if we keep it up for those years, by that time the Nation is 
going to be militarily mighty and production mighty. And I think 
perhaps we will have accomplished something that might insure peace. 
But that is just one man’s opinion. 


CoorRDINATION OF DEFENSE PROGRAM REQUIREMENTS 


Mr. Scrivner. Whose job is it to match up all of these programs 
and to determine-whether the demands are in keeping with a common- 
sense program? Does that come under you? 

Mr. Witson. The final compilation of all that the other various 
departments come up with and the determination of requirements, 
and so forth, is in ODM, to see whether we can fit the pieces all to- 
gether. 

Mr. Scrivner. Does that include the needs of the military, or do 
you take their word usually for what they need? 

Mr. Witson. I claim no fitness to determine whether what the 
Joint Chiefs of Staff approve is all right. I accept that. 

Mr. Scrivner. You do not question their decisions? 

Mr. Wixson. I certainly do not; that is, whether they ought to have 
one sized gun or another and the quantity of it; I regard that as good 
expert advice coming from them, or a wise determination coming 
from them. 

Mr. Scrivner. You may want to answer this next question off the 
record. In your statement, at the top of page 3, you say: 

Through cutting back civilian uses, through increasing supplies, through em- 
ploying substitutes, and through international and domestic allocations, we may 
lag in meeting some of our requirements. 

Where do you anticipate the lag is going to be? 

Mr. Witson. May I| answer that off the record? 

Mr. Scrivner. Yes. 

(Discussion off the record.) 


JET FUEL 


Mr. Sertvner. That fits in with the next question I was going to 
ask. How much study have you or your department given to the 
problem of jet fuel? 

Mr. Witson. I have not studied it, because I have never heard of 
any great difficulty in getting jet fuel. 
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rd. Mr. Scrivner. From what some of the aviation fuel men tell me, 
ar, somebody had better start studying it. 
at Mr. Witson. It may be under study, I do not know. I never 
ual heard of any difficulty with it. We will check it. 
ve, . Mr. Scrivner. That is one reason I asked the question; it was 
er, ' intentional. 
are Mr. Witson. Good. 
on Mr. Scrivner. Because if what I am told is true—and the man 
who gave me the information and on whose mind it was a great weight, 
ar. : I think, knows his stuff. If he does not, I am afraid nobody in the 
; country does. He is very apprehensive of a jet fuel shortage for this 
up q reason, namely: that the new jets are going to require—I do not know 
ief 3 how they grade it—but a much better fuel, better than it is now. 
i“ ‘ When they get that, there will only be so much that can be obtained 
nk : from each barrel of crude that we produce. He rattled off the figures, 
ce. ; because he knows them, and I do not recall them accurately. But 
5 speaking from memory, my recollection is that he said that produc- 
tion today is about 6.5 million barrels of crude. Now, you can get 
5 only so much jet fuel out of each barrel today? 
-_ Mr. Witson. That is right. ' 
a. : Mr. Scrivner. But with these new developments, and with the 
amount of jet fuel that you can get out of each barrel being consid- 
an erably reduced, you will not have enough crude capacity to take care 
ts, of what you will need with your new planes, your new jet planes, 
ot considering the fact also you will have a larger number of planes in 
the air. That is why I asked the question. 
do Mr. Witson. We will have the petroleum group look into that right 
away, sir. 
a Mr. Manon. Will you please supply a statement with respect to 
that, and credit it to anybody who provides the information for you? 
(The information requested will be supplied the committee.) 
ie Mr. Witson. I want again to plead ignorance about this, although 
ad I ought to say to you that for 2 years before I came to Washington I 
een worked manfully to get in a laboratory which I had in operation a 
os vear before I came down here, whose main purpose was to study this 
a fuel matter. But in spite of that 2 years of experience, and being in 
this laboratory, and having spent some $5 million on the project, I 
do not know of that serious danger. But I shall look into it and give 
“a you a report. 
’ Mr. Scrivner. You understand my position? I had always as- 
; sumed, as apparently most people had, that jet fuel was readily pro- 
ducible and was readily available in the refining processes. I will 
state quite frankly that when this statement was made to me that we 
were facing a situation like this, ] was amazed, just as amazement has 





been expressed here. So I merely raise that question because, in my 

book, you are the man at the top of this production heap and if you 

cannot dig it out, if you cannot dig out the answer, I do not know where 
to we can go. 


he Mr. Witson. We shall get the answer and submit a report. 
Mr. Scrivner. Even if part of what he says is true we may be 
of 4 running into a situation where we might be caught woefully short. 


There are a lot of things, Mr. Chairman, that I should like to in- 
quire into, but I am going to close with one more question. 
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Farm PropwuctTion 


Mr. Sikes said that he was just a country Congressman. I come 
from an agricultural district and while you have set out here that 
one of the things you were trying to do is to get maximum farm pro- 
duction, at the same time the problem with which we are faced night 
now is not so much machinery—of course, we need that, too, and 
other things—but the fact that all of your defense plants are reopen- 
ing means that they are taking much of our manpower away. The 
farmers cannot compete with them, when a man can go into a lot of 
this construction or reconstruction work and get as high as $27 to 
$35 and $40 a day. There is not any farm in America that can 
compete with that. Young men and older men are leaving the 
farms and going into the plants. And so, while you may be doing 
one thing in one place to bring about maximum farm production, 
the effort from another angle in which you are also interested is defeat- 
ing that very purpose. I do not suppose you have an answer to that; 
I know that I do not. 

Mr. Witson. No, but we recognize it as a real problem and we have 
got to find some answers. I do not know the answer yet. We have 
this manpower committee, and the very matter that you mention is 
one of the jobs that we are having them study. But I admit that 
I have not got the answer. 

OVERTIME 


Mr. Scrivner. One of the matters involved, as you can readily 
see, is the overtime situation. 

Mr. Witson. That is right. 

Mr. Scrivner. I think that is in it, if only half of the stories that 
we hear are true. I think I saw somewhere in here where you said 
that it was going to require workers to put in longer hours. 

Mr. Witson. That is right, I did. I think in certain industries it 
will. 


DEFENSE PREPAREDNESS OF RUSSIA AND THE UNITED STATES 


Mr. Stxes. Mr. Wilson, do you feel any concern or apprehension 
because of the fact that the Communists are able to divert any part 
or all of their industrial output into military channels without regard 
to civilian requirements, plus the fact that their civilian requirements 
are very small compared with ours, with the result that although their 
industrial capacity is much less than ours, they possibly and even 
probably are turning out a greater military output than we are? 

Mr. Wiison. No, I do not and I think you put your finger on the 
reason, in asking your question; the fact that our productive facilities 
and our productive abilities are so far beyond theirs that I think they 
represent compensating factors to a considerable degree. 

Mr. Srxzs. If we use it? 

Mr. Witson. Yes, that is right, if we use it. 

Mr. Srxes. We talk about our degree of preparedness. I am not 
at all sure that we are still not falling behind in preparedness because 
of the fact that a far greater percentage of their capacity is going into 
the military output? 
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Mr. Wiuson. Yes; they say that 70 percent of theirs is going into 
the military. But, of course, if things look serious and the Nation 
wants it and the Congress ordered an all-out effort, then we can out- 
produce them so far that there is no comparison; so that, looking 
ahead at the end of the line, in 3 years 

Mr. Srxes. It seems to me that would be an administrative rather 
than a legislative activity. - 

Mr. Witson. That is right. That is where the request would 
come from. But so far the military has not asked it. As I under- 
stand, you are making appropriations of about all that the military 
are asking, are you not? 

Mr. Srxzs. Yes. 

Mr. Wiuson. That is the best judgment that we have. 

Mr. Sixes. Thank you. 

Mr. Manon. Mr. Wilson, I want to thank you for spending the 
morning with us. Your testimony has been enlightening and helpful 
and we are very appreciative. 

Mr. Witson. Thank you, Mr. Chairman and gentlemen. 
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